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Corporate Bond Experience Reexamined 


(A 17-page Special Report beginning on page 35) 


It was shortly after the bank opened that a young man 
entered and requested to see the president. Explaining 
that he and his brother planned to go into the cattle 
business, he presented a $9000 draft on a well-known 
New York bank. 

As a routine check, wires were immediately sent to 
New York, and replies were received the following 
morning. The banker’s agent and the New York bank 
both verified the genuineness of the draft. 

The brothers arrived shortly thereafter and took 
payment of $1000 in cash and the balance in $1000 
certificates of deposit. A few days later, the president 
was stunned by a dispatch from New York. The draft 
which he had mailed for collection was worthless. 

A frenzied search of the local telegraph office records 
revealed that the Emporia bank’s outgoing messages 
had been transmitted and replies duly received. But, 
when the next principal station was contacted, it was 


discovered that the messages had not passed through 
that point. 


“The Secret Service Story” — a dramatic new film on how 
counterfeiters, forgers and check thieves work. Available 
without cost for showing to your employees. For full in- 
formation on bookings through the Atna office nearest 
you, write: Public Education Department T-5. 


the criminal fi 
formation’ from 

ef s Nation nal Detective Ag 


The telegraph swindle of the First National 
Bank of Emporia, Kansas, 1867. 


BANK BILKING BY WIRE 


Investigation disclosed that the telegraph lines had 
been cut. With the aid of pocket instruments and an 
expert knowledge of telegraphy, the Cowdrey brothers 
had intercepted the messages to New York and deftly 
tapped out the bogus replies to Emporia. Only a dead 
camp fire, torn bits of messages and an unopened can 
of sardines remained as evidence of their recent swindle. 


* * * 


No matter how careful a bank may be, ingenious crim- 
inals still find ways to rob and defraud. As has always 
been the case, the only truly sound protection lies in a 
well-planned insurance program. 

The scientific A&tna Plan of Risk and Insurance 
Analysis is specially designed to take the guesswork out 
of organizing such a program. It quickly and accurately 
reveals the types and amounts of protection needed, not 
only against robbery but against fire, liability, embezzle- 
ment and many other hazards. Ask your local tna 
representative for full details on this unique Plan. 


AETNA Casualty AND SuRETY Company 


The 4tna Life Affiliated Companies write practically every form of insurance and bonding protection 


LIFE AND CASUALTY 
Etna Life Insurance Company 
7€tna Casualty and Surety Company 
Hartford 15 


FIRE AND MARINE 
Automobile Insurance Company 
Standard Fire Insurance Company 
Connecticut 
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@® Standard Federal Tax Reports—Old law, new 
law, the accepted reporter on federal taxes for rev- 
enue—“for the man who must have everything.” Swift 
weekly issues report and explain unfolding federal tax 
developments. Current subscription plan includes 7 
loose leaf Compilation Volumes and companion Internal 
Revenue Code Volume. 


£ACH TOPS IN ITS FIELD 


V Federal Tax Guide Reports — Compact and 
understandable, here is the dependable reporter on 
the federal taxes of the ordinary corporation, the aver- 
age individual, partnership, trust or estate. Two loose 
leaf Compilation Volumes included without extra charge 
start subscribers off right. Up-to-date throughout; 
indexed toa “T”. 


@ 1953 CCH Federal Tax Course —Authentic tax training, brush- 
up, and reference course in one handy volume. Explains federal 
taxation, with emphasis throughout on income taxation. Pertinent new 
tax changes reflected throughout the text, with latest rates and pro- 
visions woven into problems and solutions, examples, and the like. 


Write for Complete Details 
MERCE. CLEARING, HOUSE, INC.. 


PUBLISHERS OF TOPICAL LAW REPORTS 


CHICAGO 1 
214 N. MICHIGAN AVE 


New YORK 36 
522 FIFTH Ave. 


WASHINGTON 4 
1329 E Street, N. W 
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Just a Minute 


Christmas 


CunistMas, with its vast good 
spirit, comes again to remind us of 
friendliness, the outward look, the 
sturdy faith which the world needs 
so desperately. 

May we all, like the enlightened 
Mr. Scrooge, resolve to keep it in 
our hearts throughout the year. 

And may your own Christmas be 
particularly merry! 

* * * 

BANKING greets the season with 
a cover that reflects the warm wel- 
come all banks give the Holiday. 

And a full-page cartoon by DICK 
ERICSON catches the Christmas 
spirit, too. 


BANKING'S Report: 
Corporate Bonds 


Ws predict that this month’s BANK- 
ING Report will be one of the most 
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important in the series of which it 
is the third. 

Based on the corporate bond 
study recently released by the Na- 
tional Bureau of Economic Research, 
it presents the highlights of this 
project in articles written by ex- 
perts who include their own inter- 
pretations. 

ADRIAN M. MASSIE, chairman of 
The New York Trust Company, and 
an outstanding investment author- 
ity, introduces the Report with an 
article explaining the bond study. 
Then 11 other writers analyze the 
specialized information it provides. 

The response to the Reports pub- 
lished thus far has been gratifying; 
apparently many readers feel (as 
we do) that they are of more than 
passing value. For example, HART- 
WELL F.. TAYLOR, executive director 
of the Consumer Bankers Associa- 
tion, ordering reprints of Novem- 


THIS MONTH’S COVER 


Christmas Village, which appears on this 
month’s front cover, is a Yuletide ex- 
hibit of the Chase National Bank of New 
York. Built by the bank’s guards in 
their spare time, it is an 18 x 20 foot 
landscape which includes a_ village 
ehurch and churchyard, skaters on a 
pond, skiers on snowy slopes, sleigh 
riders, lighted houses, a waterfall, and 
an electric train. At one end of the 
village is a Christmas tree and at the 
other, the Nativity scene, with Wise Men 
and shepherds 


ditors 


Chicago office, 105 West Adams Street, Chicago 3, 
Ill.; Washington office, 719 Fifteenth Street, N.W. 
Subscriptions: $4.50 yearly; Canada, $5.00 for- 
eign, $5.50; single copies, 50 cents. Entered as 
second-class matter at the Post Office at Phila- 
delphia, Pa., under the Act of March 3, 1879. 
With the exception of official Association announce- 
ments, the American Bankers Association disclaims 
responsibility for opinions expressed and _ state- 
ments made in articles published in this Journal. 


“Listen, why not simplify this whole 
thing by fixing me up with a nice little 
checking account?” 


ber’s “How Census Trends Affect. 
Banking,” said: 

“This type of article is of par- 
ticular importance to bank manage- 
ment, and I want to congratulate: 
you on publishing it.” 
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MARCH 17, 1924—at Los Angeles’ Clover 
Field—four Army planes took off to circle 
the globe. September 24, three returned (one 
having reached only as far as Alaska) .. . mis- 
sion completed in six months and a week, 


When they took off, we were a bank 
with 31 branches. ( By the time they got 
back, we'd added seven! ) And we were 
acting as Correspondent for other banks 
—a modest number, for the demand was 
not great. 


TODAY, there’s a different Air Force ’round- 
the-world flight record: 94 hours, one minute 
... non-stop, refueling in flight. 


And, today, Security-First National is 
a bank of 139 Offices and Branches, 
serving California from mid-state to 
Mexico... providing complete, compe- 
tent Correspondent service for banks 
throughout America and overseas. 


We would be pleased to serve you as Pacific 
Coast Correspondent. Write: Bank and Cus- 
tomer Relations Department. 


RESOURCES OVER 12 BILLION DOLLARS 
MANAGING COMMITTEE 


George M. Wallace, Chairman 
Chairman Board of Directors 


James E. Shelton Chester A. Rude 
President Chairman Executive Committee 


L. W. Craig Cc. T. Wienke 
Vice-President Vice-President 


ECURITY- FIRST 
NATIONAL BANK 


OF LOS ANGELES 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Our Printer Nodded 


Iw our November article, “‘Meet the 
New Vice-president” (page 77) oc- 
curs a regrettable, irritating t.po- 
graphical error. The story sketched 
the career of EVERETT D. REESE, who 
this year is second in command in 
the A.B.A. official family. 

The second paragraph, as printed, 
doesn’t make sense, as you may 
have noticed. During the make-up 
process —- somewhere between the 
okayed proof and the final revision 
—the printer jumbled a couple of 
lines and omitted another. The para- 


‘ graph should read: 


“The A.B.A.’s new veep (he’s also 
president of the Park National 
Bank, Newark, Ohio) has been do- 
ing a very thorough job, these past 
few years, in bringing together the 
banks and the proprietors of enter- 
prises that need financial or advis- 
ory assistance.” 

It is true, as the erratic type 
indicates in the paragraph as pub- 
lished, that he brought the banks 
of Newark together—but it was for 
the purpose of aiding small busi- 
ness. 

We're indeed sorry. So is the 
printer. 


Attention, Sunday Painters! 


F rom G. A. HAVEN, president of the 
Root River State Bank, Chatfield, 
Minnesota, comes a letter that will 
interest bankers whose hobby is 
painting pictures. 
Mr. HAVEN is one of them. He 
(CONTINUED ON PAGE 6) 


“Take a memo to have one of these 
installed next to every desk in the office” 
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FIELD 
WAREHOUSING 


Warehouse Receipt Loans 
Against Inventory 


HOLIDAY GREETINGS . . . The coming 
Christmas Season brings warm thoughts of 
good friends and pleasant associations. We 
of New York Terminal want to wish you and 
yours a Very Merry Christmas and a Happy 


and Prosperous New Year. 


OPERATING OFFICES 


Bank of Albany Building, Albany 1, Ga. ¢ Healey Bidg., Atlanta 3, Ga. ¢ 60 State St., 
Boston 9, Mass. ¢ 14 Lafayette Square, Buffalo 3, N. Y. « 173 West Madison St., 
Chicago 2, Ill. ¢ Thomas Bidg., Dallas 1, Texas ¢ National Bank Bldg., Detroit 32, Mich. 
e 121 W. Forsyth St., Jacksonville 2, Fla. « 520 W. Seventh St., Los Angeles 14, 
Calif. ¢ 39-45 No. Third St., Memphis 3, Tenn. ¢ Pere Marquette Bldg., New Orleans 
9, La. ¢ 16 So. Broad St., Philadelphia 2, Pa. ¢ Keystone Bidg., Pittsburgh 22, Pa. « 
425 East 8th St., St. Paul 1, Minn. ¢ 235 Montgomery St., San Francisco 4, Calif. 
Western Union Bldg., Tampa 1, Fla. 


New York Terminal Warehouse Company 


25 SOUTH WILLIAM ST., NEW YORK 4, N. Y. 
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Letterheads on WESTON BOND ¢ 


certainly command attention! 


Firm, crisp, sparkling with quality, 
the new WESTON BOND makes 
correspondence more impressive, 
sales letters more effective. You'll 
agree, this fine rag content paper 


cost. WESTON BOND is made by 
Byron Weston Company, Dalton, 
Mass., leading makers of fine 
papers. Ask your printer to use it 
or write for sample book. Address 


is worth many times its modest 


Dept. BA. 


WESTON BOND Envelopes are made with GRIP-QUIK instanf sealing flap gum 


WESTON 


Made by the Makers of OLD HAMPSHIRE BOND, BYRON WESTON CO. LINEN RECORD 
and a Complete of Papers for Business. Records 


FACTS ABOUT AUSTRALIA 


OVER 


5,000,000 


POPULATION 


During the last four years, Australia’s population 
has increased by 64% with a consequent expansion 
of primary and secondary industries. For those who 
wish to invest in a young and growing country the 
Bank of New South Wales can give helpful advice. 


We invite you to make our specialist services avail- 


able to your customers. 


BANK OF NEW SOUTH WALES 


British & Foreign Department, Sydney, Australia, 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 


(CONTINUED FROM PAGE 4) 


suggests that maybe BANKING can 
round up other amateur artists in 
the banking business, and that per- 
haps these kindred spirits could get 
tegether for breakfast at some fu- 
ture convention of the A.B.A. 

We’ll be glad to hear from the 
“Sunday painters,” as Mr. Haven 
calls them. Over the years we've 
carried several stories about banker- 
artists, including, of course, CLar- 
ENCE R. CHANEY, the noteworthy 
retired vice-chairman of the board 
of the Northwestern National Bank, 
Minneapolis. 

Anybody want to line up for un- 
official, ex-officio and/or extra-cur- 
ricular bacon and eggs at the Wash- 
ington convention next September? 

Mr. HAVEN says he finds painting 
“a great deal of fun and a complete 
relaxation.” At present he’s work- 
ing on a series of old pictures of 
Chatfield, in connection with the 
town’s centennial celebration in 
1953. 


BANKING at Lloyds 


From T. R. GILBERT, editor of The 
Dark Horse, staff magazine pub- 
lished by Lloyds Bank, London, 
came a letter asking permission to 
reproduce BANKING cartoons and to 
publish occasional extracts from our 
articles. 

Ordinarily we do not give blanket 

(CONTINUED ON PAGE 11) 


“This is our main banking floor—and 
I regret to inform you that only two of 
the whole bunch are bachelors” 
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to the American banker 


‘¥* As the 77th anniversary year of the American Bankers Associa- 


tion closes, the banker may be justly proud of the many ways 
in which he has made friends. For example: his help to the 
farmer; his assistance to the businessman; his aid to home owner 
and home seeker alike in resolving their various difficulties. 
Yes, again in 1952, through counsel and financial aid, the 
American banker has helped make his entire community a more 


productive, more prosperous place in which to live. 


SSS 
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Mrs. L. M. Head makes bank deposit in 45 seconds at Fidelity Union Bank’s “Snorkel” in busy downtown Newark, without leaving car or children, 


Is “Super Service” 
Changing America’s Way of Banking? 


BY H, V. Kaltenborn 


YOURE IN FOR A SURPRISE, IF YOU’VE ALWAYS FIGURED “SUPER SERVICE” WAS STRICTLY 
FOR GAS STATIONS AND GROCERY STORES. READ WHAT AMERICA’S BANKERS ARE DOING 
—TO GIVE YOU SPEEDIER, MORE CONVENIENT SERVICE THAN EVER BEFORE! 


mother with energetic youngsters, and a 
full morning of shopping ahead, took care 
of her banking in 45 seconds, from her 
own car window. In the heart of Columbus, 
Georgia’s business district, an executive drove up 
to the curb, received his firm’s payroll, and was 


if N BUSY downtown Newark, a young 


on his way in 39 seconds. In Bayside, N. Y., 
another young mother gently rocked her baby car- 
riage while she cashed the family paycheck from 
the sidewalk in front of her neighborhood bank. 

These people and thousands of others across 
America are enjoying a different kind of banking, 
today. A freer, easier way of banking that’s full of 


new “super service” ideas. 

Already, the customers of approximately 3,000 
U.S. Banks can make deposits or withdrawals 
without even leaving their cars. Modern drive-in 
windows built by The Mosler Safe Company (the 
latest ones electrically operated) provide the 
answer. The customers of thousands of banks have 


This advertisement, which appears in the December 13th issue of The Saturday Evening Post, is published after 
many requests from banks who believe modern drive-in service is a step forward in banking that should be 
brought to the attention of the public. Mosler prepared the ad with the conviction that it would benefit not 
only these banks, but thousands of others who are considering drive-in facilities in their plans for the near future. 
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the convenience of 24-hour outside depositories, 
where they can make deposits at any time of the 
day or night. In many communities, customers on 
foot can do their banking from the sidewalk—at 
conveniently located pedestrian windows, or 
“baby buggy” windows, as they’re often called. 
Some banks even feature merchandise displays in 
their lobbies of items that can be purchased on 
easy bank terms. 

But the newest and most novel idea the banks 
have come up with is an invention called the 
Mosler “‘Snorkel.”” 

This armored steel device, which looks like a 
king-size mail box, is installed at the curb, usually 
in front of busy downtown banks that have no 
space for a regular drive-in window. 

The teller (located below the sidewalk) can see 
and converse with drivers who pull up at the curb 
by means of mirrors and a two-way microphone 
system. And by operating the “‘Snorkel’s” elevator 
deposit unit, he can complete transactions for 
them in a matter of seconds. 

The scores of Mosler ‘‘Snorkels’’ already in use 
are not only relieving congestion in bank lobbies, 
while making swift drive-in banking possible “right 
downtown’”’—they’re actually helping to solve 
parking and traffic problems. Police and city 
traffic officials hail them as enthusiastically as the 
customers who save time and trouble using them. 

And, because the ‘“‘Snorkel” is an armored unit, 
located separately from the bank itself, it offers 
the bank a safe, practical way to continue serving 
customers long after “banking hours.’’ One man, 
operating the “‘Snorkel’’ can keep the bank “‘open” 
until 8:00 P.M. And even beyond that hour cus- 
tomers can still make drive-in deposits, if the 
“Snorkel” is one of the models equipped with its 
own depository unit. In a good many cities, banks 
are already giving their customers this kind of 
24 hour service. 

What effect are these innovations having on 
American communities? Decidedly good effects. 
People who have access to these modern banking 
facilities are able to save more time for other 
activities. And busy mothers, businessmen, in- 
valids and others who found it difficult or im- 
possible to go to the bank before, can now do so. 

In many cases, people who never had bank 
accounts before have been encouraged to open 
checking and savings accounts, because banking 
has become so convenient. 

Allin all, the prospects are pretty good that you'll 


Customers of Chicago’s Northern Trust Company 
make deposits safely any time of day or night while 
local mer nts can make bag deposits at same 
Mosler Dual Depository. 


The Mosler Safe Company 
Hamilton, Ohio 
Please send me full information on 


[J The new Mosler Electric Drive-in Window 
[] The Mosler “Snorkel” 
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Mrs. J. N. Parkman, Columbus, Georgia, cashes check from her car in 25 seconds at the new 
Mosler Drive-in Window installed by The Trust Company of Georgia’s Fourth National Bank. 


7 Mercantile Bank, Dallas, Texas, and hundreds 


end of World War II. 


be getting more and more of this “‘super service” 
from the banks in your community as time goes 
on. For, as you have undoubtedly concluded by 
now, bankers definitely know how to take the 
initiative. And with such devices as the Mosler 
“Snorkel” Curb Teller and the new Mosler Elec- 
tric Drive-in Window, any bank, whether it is 
located downtown or in the suburbs, can provide 
the benefits of modern drive-in service. And, of 
course, any bank can provide the convenience of a 
24-hour depository or pedestrian window, too. 


World’s Largest Builders of Safes and Bank Vaults 

- Mosler built the U. S. Gold Storage Vaults at Ft. 
Knox and the vaults that withstood the Hiroshima 
Atom Bomb. 


Just keep your eye on America’s banks. The 
movement toward this new and better era of ‘‘super 
service” banking is well under way. You may be 
seeing further developments that are even more 
surprising than those in existence now. For the 
world’s largest manufacturer of protective equip- 
ment (responsible for pioneering and perfecting 
many of the banks’ present convenience devices) 
is already looking into the future again. And a 
look into the future by Mosler generally results in 
something you can bank on. 
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Biteven million, seven hundred twelve thousand members saved 
$1,023,000,000.00 in the Christmas Club this year... Christmas Club builds 
savings, builds character and builds business for financial institutions. 


A Merry Christmas to All fro 
Why not have a staff representative of Christmas . 
Club, A Corporation discuss the Christmas Club plan 
with you? He has every system for efficient operation 


and a wide variety of proven advertising material to 


build a profitable program to meet your local needs. Kt 7 


No oblisati FOUNDED BY HERBERT F, RAWLL 
of 230 PARK AVENUE, NEW YORK 17, N.Y. 
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(CONTINUED FROM PAGE 6) 
permission to reprint, but require 
specific requests. However, because 
of the distance in this case we said 
Yes. 


Your Bank's Advertising 


You spend gray matter and time 
end money on it. The ideas look 
pretty good; they bring results. On 
the whole, you’re rather proud of 
that 1952 campaign! 

Then why not enter BANKING’S 
1953 Forum in Print? This, as you 
probably know, is a friendly com- 
petition—‘“exhibition” might be a 
better word—of bank advertising 
efforts which are reviewed by ex- 
perts who select the programs that 
receive BANKING’S coveted citation. 

The 1953 Forum is greatly differ- 
ent from its predecessors. It covers 
calendar 1952; selected entries will 
be displayed at the 1953 resident 
session of The Graduate School of 
Banking and at the A. B. A.’s Wash- 
ington convention next September. 

Submit not later than March 1, 
1953, as many as five examples of 
your 1952 advertising in the cate- 
gories listed on page 117 of the 
November issue. Display them on 
panels or in simple scrapbooks. Then 
watch for the award winners in 
BANKING’S May issue. 

How about entering? 


Bank Staff Incorporates 
Charities Club 


F nos The Fulton National Bank, 
Atlanta, comes word that the staff 
has formed the Fulton National 


Forty-in-One Club, Inc., which will | 


collect and distribute employee con- 


“Whenever you drive me to the bank 
we’re just in time to see the curb teller 
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Why are More and 
More Banks usin 


DURA-GR 


CHECK COVE 


an excellent im- 
tra-durable, rich- 
ost you less. You 

is low, your re- 
y eliminating the 

good business to 

Write or wire for 


placement cost is 
cost of the tongue on 
cut down your cost 
samples today. 


DISTRIBUTED BY: 


BUSHONG COMPANY, Portland, Oregon 

CLARKE & COURTS, Houston, Beaumont, Dallas, Galveston and Harlingen, Texas; Lafayette, La. 

THE COLUMBUS BANK NOTE COMPANY, Columbus, Ohio 

H. S. CROCKER CO. INC., Los Angeles and San Francisco, Calif. 

CURTIS 1000 INC., St. Pau! Minn. 

DENNISON & SONS, Long Island City, N. Y.; Philadelphia, Pa.; Boston, Mass.; Miami, Florida 

THE J. C. HALL COMPANY, Pawtucket, R. |. 

JOHN H. HARLAND COMPANY, Atlanta, Georgia and Orlando, Florida 

THE IRWIN HODSON CO., Portiand, Oregon 

HONOLULU STAR-BULLETIN, Honolulu, Howaii 

NORTH PACIFIC BANK NOTE CO., Seattie and Tacoma, Wash. 

OGDEN LITHOGRAPHING CO., Ogden, Utah 

PROTECTU BANK NOTE, CORP., Chicago, III. 

ROCKY MOUNTAIN BANK NOTE CO., Salt Lake City, Utah; Denver and Pueblo, Colo.; 
El Paso, Texas 

SCHWABACHER-FREY CO., San Francisco, Calif. 

SOUTHWESTERN STATIONERY & BANK SUPPLY, Oklahoma City, Lawton and Ponca City, Okla.; 
Amarillo, Texas 

SPOKANE LITHOGRAPHING CO., Spokane, Washington 

STAFFORD-LOWDON, Fort Worth, Texas 

WESTERN LITHOGRAPH CO., Los Angeles, Calif. 


COAST BOOK COVER COMPANY 


810 East Third Street, Los Angeles 54, California 
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Shortages 
occur in the 
property accounts 


e A check of the proper- 
ty accounts against the 
property itself frequent- 
ly reveals substantial 
unrecorded deductions. 


Such unexplained short- 
ages may be prevented 
through Continuous 
American Appraisal Ser- 
vice which keeps the 
property record in line 
with the property facts. 


The AMERICAN 
APPRAISAL 


Company 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 


BANCO COMERCIAL 


DEL PERU 


OFFICE j Jesus Nazareno 139, 


LIMA 


PERU 


CABLES: 
"“BANCOPER" 


A steadily increasing number of 
banks in the United States are 
sending us their 


COLLECTIONS ON PERU 


They find they can rely on us for 
rapid and efficient 
cluding:— 


—immediate presentation 


service, in- 


—strict observance of 


—prompt remit 


proceeds 


Our Foreign Department will be glad 
to furnish terms on request, and to answer 
enquiries in connection with Peru's Foreign 


Trade. 


tributions to charitable organiza- 
tions in the city. 

The corporation was the result of 
ideas submitted by several staff 
people through the bank’s sugges- 
tion box. The purpose, says Fulton’s 
president, ERLE COCKE, was to elimi- 
nate the many solicitations and at 
the same time to increase the con- 
tribution to worthy causes. 

The money collected will be dis- 
bursed by a board of seven bank em- 
ployees. Staffers give authorizations 
for salary deductions that permit 
payments, through the club treas- 
ury, to the Community Chest, rep- 
resenting 34 agencies, and six other 
organizations in the Atlanta metro- 
politan area. 


These Little Pigs Went to 
Market... for Savers 


Tue picture below shows a bank 
window display that cleverly ad- 
apted an idea expressed in a BANK- 
ING cartoon by Roy WILLIAMS. 

The bank is the Boylston-Berkeley 
office of the Institution for Savings 
in Roxbury, Boston. Manager How- 
ARD C. NELSON tells us that the 
exhibit ‘made quite a hit with the 
public.” 

An enlargement of the drawing, 
printed in maroon, appeared against 
a backdrop. The pigsty’s rail fence 
is made of rolled dollar bills. The 
label above the drawing read: “Gone 
are the days when banking consisted 
of cold marble, cold money and cold 


people. We think that is good.” The 
lower sign said: “Banking has added 
warmth, a sense of humor and the 
recognition that you are important. 
That, too, we think is good.” 

The piglet at the lower right was 
looking for a home with a saver. 

“Much of our basic philosophy,” 
Mr. NASON writes, “is reflected in 
this simple display.” 

Many of BANKING’S cartoons are 
being used effectively for promo- 
tional purposes. Watch for an idea 
that appeals to you! 


What a politician stands for is 


rigid economy with free spending. 


Some persons like everything 
about Russia but the idea of living 
there. 


The pigs stopped ’em! 
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the bank examiner said 


A Texas oil man controlled three corporations. One owned producing oil fields. 
Another owned a pipe line. The third owned a refinery. He financed the 

three enterprises through one bank which had served him for twenty years. 
Suddenly the Bank Examiner ruled that the 3 = 1—all must be considered 
together for loaning purposes. Under the ruling, the aggregate loans 


exceeded the bank’s legal limit. 


The bank wanted to continue to serve the best interests of an important 
customer and, at the same time, comply with the banking requirements. 
Walter E. Heller & Co. was called in—looked—took the excess by financing 
the accounts receivable and participated with the bank in the mortgage 

on the refinery. Even though Walter E. Heller & Co. participation is 


likely to be temporary, it was imperative that a solution be found. 


As in so many complex banking situations, the flexible financing services 
of Walter E. Heller & Co. served the best interests of both 


the bank and the customer. 


Bank officers charged with responsibility for making loans are invited to learn 
the details of Heller Supplementary Financing. A booklet describing the nature 
of our services and the scope of our activities will be sent on request. 
Suggestions for dealing with specific problems will be given 


in confidence and without obligation. Please address: 


BANKING SERVICE OFFICER 


WALTER E. HELLER & COMPANY 
Estatlished 19/9 


BANKERS BUILDING, 105 W ADAMS STREET, CHICAGO 90 
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THE FINANCIAL SERVICES 


rendered by Walter E. Heller & 
Company are not fully identified by 
simple tabulation because they are 
variously coordinated and applied to 
fit specific situations. 


The following types of supplementary 
financing are flexibly administered 
according to experience gained from 
national operations which now 
represent a volume in excess of 
$300,000,000 annually. 


ACCOUNTS RECEIVABLE FINANCING 
INDUSTRIAL FACTORING 
INSTALLMENT FINANCING 
REDISCOUNTING 

MACHINERY AND EQUIPMENT LOANS 
INVENTORY LOANS 
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When you think 
of COAL 


America can be proud of its coal 
industry! In 1951, it produced 
565,359,000 tons of coal... ata total 
dollar volume of $9,973,135,550! 

Yet, in spite of this tremendous 
volume, present estimates indicate 
the needs for coal will double by the 
end of this century! Yes, coal is one 
of the really basic industries of our 
country . .. one upon which many 
others depend, such as steel, plastics, 
synthetic fuels, medicines, synthetic 
rubber. The coal industry is moving 
ahead, helping to assure the United 
States of continued industrial 
leadership. 

Peoples First has acquired exten- 
sive experience in serving the coal 
industry. This knowledge and our 
widespread contacts in the coal indus- 
try are frequently of value to cor- 
respondents. If you’re considering a 
Pittsburgh Correspondent, we will 
welcome the opportunity of present- 
ing the facts about our comprehensive 
services. 


PEOPLES FIRST 
NATIONAL 


BANK & TRUST COMPANY 
Correspondent Bank Department 
P. O. Box 506, Pittsburgh 30, Pa. 
Member Bank Wire 


‘ARO UN D: 


T HE dressy young lady in the lobby 


wasn’t very familiar with bank pro- 
cedure and it was quite a task for 
her to write a check, but she stuck 
with it, and filled it out painstak- 
ingly until she was nearly through. 
Then she began to bite the pen- 
handle and look worried. Suddenly 
she appeared to come to a decision; 
she wrote a few words quickly and 
signed her name with a flourish. 
The teller to whom she handed her 
check to “Cash,” for $15, could not 
quite hide her astonishment when 
in the lower left-hand corner of the 
check, following the word “For,” 
she read the words, “None of Your 
Business.” 


Blushing bright red at the teller’s 
glance, the customer hurriedly said, 
“Oh, I don’t mean you! My husband 
always goes over all the checks 
when the statement comes in, and I 
don’t want him to know what I’m 
spending this money for. If he knew 
I had bought another new hat he 
would be simply furious. When he 
opened this joint account a few 
months ago, he told me it was the 
law I had to put down in that cor- 
ner what the money was spent for; 
but when he goes through the checks 
and reads what I buy, he just 
gets madder and madder with every 
one he picks up, and I just thought 
I’d do it this way for a while until 
he gets more reasonable!” 


* * 


N OT long ago a complete audit was 
made of our bank, in the course of 


which a letter was sent to each cus- 
tomer having a loan with us or 
maintaining an account. This letter 
stated the bank’s figures as to bal- 
ence of the loan or amount on de- 
posit, and asked the customer to 
say, in the return envelope enclosed, 
whether his records and the bank’s 
agreed. 

While almost all of the responses 
from the several thousand customers 
to whom these letters were sent were 
cooperative in the nth degree, there 
were several who, probably because 
they didn’t take time to read the 
letter, were somewhat puzzled. All 
they saw was the amount to be veri- 
fied, in a prominent place, and they 
leaped to the conclusion that the in- 
quiry was a “dun.” So they hast- 
ened to assert, in replying, that they 
had already made the payment for 
that month, and had their receipt, 
if the bank wanted to see it. 

One man expostulated that what 
he had written to ask the bank was 
the amount of interest he had paid 
during the year on his loan. He 
needed this information for income 
tax purposes. “And I know,’ he 
wrote, “‘that I have paid a whole lot 
more than $10.15 this year. Check 
it again and give me the right 
amount.” He was quite happy when 
he understood that the $10.15 was 
the balance in his savings account 
according to the bank’s record; he 
had forgotten that he had ever had 
a savings account. 

One eccentric old lady who had 
received a letter stopped one of our 
employees on the street. She said 
the bank was writing to ask her if 
the amount shown in its letter 
agreed with her records as to her 
bank balance. 


“But I’m not even going to answer 
that letter,” she declared, shaking 
her head decisively. “If they can’t 
balance their books, it’s not my job 
te help them. They can just check 
until they find it. I keep my books 
straight without any help from them 
and I’m not going to be worried 
about their troubles!” 

BELLE S. HAMILTON 
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Here are the features that save you money! 


e 37 to 1 reduction ratio e Single camera for both 8-mm and 
e 8-mm photography on 16-mm film 16-mm photography 
e Maximum document width on e Adjustable lamp banks 

16-mm film 


e Simultaneous front and back : : 
photography e Fast automatic or hand feeding 


e Clear visibility footage indicator 


e Automatic fog-prevention shutter e Simplified control panel 


Why not call your nearby Burroughs representative today? He will soe to show you 
the many ways modern Burroughs Microfilming can save you time and money on every 
job—and can give you immediate delivery on the equipment you require. Burroughs 
Adding Machine Company, Detroit 32, Michigan. 


WHEREVER THERE’S BUSINESS THERE’S 


Burroughs 


IMPORTANT NAMES IN MICROFILAR 
Bell c Howell 
UFACTURER 


MAN’ 


HIGH-SPEED BELL & HOWELL 
RECORDER—The most modern avail- 
able; brings new efficiency—new clarity 
and accuracy—to every job it tackles, 


612 SERVICE CENTERS— ss A 25 PROCESSING STATIONS— 


Burroughs backs your equipment Z| Burroughs Processing Stations are 
with the largest microfilming serv- strategically located throughout the 
ice staff in the world. Highly skilled ' ~ country. Here experienced techni- 
servicemen are at your call—always Ns. cians assure immediate processing 
ready to make sure your Bell & : * of your microfilm—use the latest 
Howell equipment gives you years : developing methods to insure maxi- 
of productive, trouble-free service. * mum brilliance and clarity of image. 


spose af by 

fast Lxpert Service—For Al Your Mierotilming Needs 


Laurence F. Lee 


Mr. LEE is president of the Cham- 
ber of Commerce of the United 
States. 


ost Americans, however re- 

mote from the councils of 

economists, are aware that 
our seeming prosperity is due in 
large part to Government spending 
for mobilization. 

They are asking this question: 
“What will happen if peace breaks 
out?” It is not asked facetiously. It 
is a typical American way of under- 
playing a persistent worry. 

Currently, mobilization spending 
is at the rate of about $50-billion 
annually—almost 15 percent of our 


What Will Happen When 


Six Steps 


to Ease Readjustment 


LAURENCE F. LEE 


gross national output. Outlays may 
hit $60- or $65-billion annually as 
deliveries materialize on items re- 
quiring lengthy incubation. 

As mapped after Korea, our basic 
productive capacity was to hit a 
peak in 1953 sufficient for military 
needs and sufficient to enhance our 
living standard. Subsequently, this 
program was extended into 1954 and 
in some cases into 1955. During this 
period, between $50- and $60-billion 
is being spent for new facilities to 
raise industrial capacity by 14 or 
20 percent. A gross national product 
in the neighborhood of $383-billion 
(in 1951 prices) has been “pro- 
jected” for 1955. 


Patman Committee Testimony 


Tue impression was errone- 
ously given in September BANK- 
ING that ‘extensive emendations 
and revisions in his recorded 
oral testimony” were not only 
requested by Chairman Leon H. 
Keyserling of the Council of 
Economic Advisers, but were ac- 
tually made, as he desired, in 
the published report of the Pat- 
man Committee hearings. 

This statement was made in 
Professor Arthur Upgren’s ar- 
ticle, “What Have We Learned 
from the Credit Hearings?” and 
was called to BANKING’S atten- 
tion by Henry C. Murphy, for- 
merly economist to the Patman 
Committee. 


We are informed that a com- 
plete revision of remarks in ac- 
cordance with the article in the 
September issue of BANKING 
was prepared by Mr. Keyserling 
and submitted to the committee 
and the staff. This revision was 
not accepted, however, Mind, the 
published Hearings included Mr. 
Keyserling’s statement and his 
cross examination by members 
of the committee as they ac- 
tually occurred. 

BANKING congratulates the 
staff and the committee for pub- 
lishing, as Mr. Murphy says, a 
full and faithful record of the 
proceedings and rejecting sub- 
stantial revision. 


About two-thirds of this increased 
capacity will be in place by the end 
of 1952. The program will be sub- 
stantially complete by the end of 
1953. 

Once military needs have been 
met, defense spending will slide. We 
will still be spending $30-billion, 
$40-billion or $50-billion annually 
for military items. Estimates vary. 

The problem is: Will civilian de- 
mand take up the slack of a sub- 
stantial cutback in Government 
spending? Can we keep our tremen- 
dously expanded industrial plants 
and our manpower effectively em- 
ployed? 

Washington officialdom is _in- 
clined to the rosy view. Leon 
Keyserling, chairman of the Presi- 
dent’s Council of Economic Advi- 
sors, for example, said in his last 
annual report: 


The current defense effort will 
be building up new backlogs for 
housing, for other durables and for 
some types of industrial expansion 
which are now being deferred to 
make way for the expansion of the 
industrial mobilization. There is no 
reason to accept the gloomy out- 
look that we would do a worse job 

. of adjustment when defense spend- 
ing declines than we did after 
World War II. 


Most businesses, unfortunately, 
are not particularly aware of any 
great backlogs of demand. Readjust- 
ment in our economy is not far off. 
Some business firms and industries 
are already in a “post-mobilization 
readjustment phase.” 

Economists for the Chamber of 
Commerce of the United States sug- 
gest certain fields of action open to 

(CONTINUED ON PAGE 20) 


BANKING 


18 


Defense Spending Levels Off? 


The Period Ahead Will Provide a Test 


ROBERT C. TURNER 


The author is the newest member 
of the President’s Council of Eco- 
nomic Advisors. 


HIS question is one which is 
‘reine given a great deal of 

study, both inside and outside 
the Government. The Department of 
Commerce has recently launched an 
intensive investigation of potential 
markets when the arms program 
levels off, and expects to report on 
January 1. The Council of Economic 
Advisors is also studying this prob- 
lem very intensively, and will report 
its conclusions in the Annual Eco- 
nomic Review in January. It would 
be better to await completion of 
these studies, but some preliminary 
conclusions can be drawn at this 
time. 

Defense spending is scheduled to 
level off sometime in the middle of 
next year. Unless there is a change 
in the program, this plateau rate 
will be continued for a year or so, 
after which a moderate decline is in 
prospect. 

Private investment outlays seem 
already to have leveled off. Total 
expenditures for nonresidential con- 
struction and producers’ durable 
equipment have held steady at a 
$36- to $38-billion annual rate since 
early 1951. About 50 percent of the 
facilities in the defense-supporting 
industrial expansion program, cov- 
ered by accelerated tax amortiza- 
tion, are scheduled for completion 
this year, and another 40 percent 
next year. Unless there is an offset- 
ting increase of investment in the 
nondefense area, therefore, some de- 
cline in private domestic investment 
is in prospect for 1953, especially in 
the latter half of the year. 

Thus, two of the main factors 
which have provided for growth in 
our economy during the last two 
years may lose much of their force. 

The American economy requires 


December 1952 


continued growth. A growing labor 
force and rising productivity require 
continuous expansion of output if a 
high level of employment is to be 
maintained. Continued saving re- 
quires continuous investment in new 
plant and equipment if current sav- 
ing is to be channeled back into the 
income stream. The problem, there- 
fore, is one of finding sources of 
increased demand for goods and ser- 
vices to provide for this growth. 

Large opportunities for further 
business investment exist in plant 
modernization — long overdue in 
many instances—and in replacement 
of obsolete facilities. Businessmen, 
acting under the spur of renewed 
competition, can do a great deal to 
maintain a satisfactory level of in- 
vestment by action along these lines. 
Also, it may be possible to encour- 
age further plant expansion by vari- 
cus Government actions, such as 
changes in the tax structure. In 
spite of the high level of residential 
construction in recent years, our 
real needs for housing are far from 
being met. If necessary, vigorous 
actions to stimulate housing con- 
struction can be taken. 


Robert C. Turner 


WIDE WORLD 


The main immediate source of ex- 
panded demand, however, lies in 
personal consumption, which, in 
turn, interacts favorably upon busi- 
ness investment. During the last 
two years, total personal income 
has been steadily rising, but, be- 
cause an increasing portion of na- 
tional output had to be devoted to 
defense, higher taxes have drained 
away a large part of income gains. 
In addition, personal saving has 
risen, and now absorbs about 7 per- 
cent of spendable income, in con- 
trast to only 4 percent in the period 
1947 through 1950. As a result of 
these factors, consumption in real 
terms is now only slightly above 
1950 levels. It should be possible, 
given the proper stimuli, to induce 
a higher rate of consumption ex- 
penditures. 

Businessmen themselves can pro- 
vide an important stimulus through 
vigorous promotional pricing. By 
promotional pricing, I mean reduc- 
tions in price which decrease per- 
unit profit margins, but which, by 
tapping new markets and expanding 
volume, maintain total profits. 
Many businesses are now in tax 
brackets where they can well af- 
ford to experiment with promotional 
pricing without risk of serious loss. 

Consumer demand can also be 
stimulated by the introduction and 
vigorous promotion of new and bet- 
ter products. When we look at the 
figures on per-family ownership of 
such consumer durable goods as re- 
frigerators, automobiles, radios, and 
washing machines, it is easy to con- 
clude that the market is nearly sat- 
urated. What we fail to allow for 
adequately is the dynamic charac- 
ter of industrial technology and of 
consumer wants. Many of the more 
recent consumer durables, such as 
home freezers, air conditioners, and 
clothes driers, still have large po- 

(CONTINUED ON NEXT PAGE) 
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TURNER—(from page 19) 


tential markets. And some of the 
most active markets of next year 
and the year after will be for vastly 
improved products, or products 
which do not even exist today. 

Wage rate increases, in line with 
increasing labor productivity, 
should add to effective demand. 
Such increases would not add to 
unit labor costs, but would add to 
personal income. 

Consumer demand would be stim- 
ulated by proper and well timed tax 
reductions, which may become pos- 
sible in spite of a continuing high 
arms production program, if con- 
tinued growth in national income 
is maintained. 

The fact that these and many 
other possibilities exist does not 
guarantee that they will become ac- 
tualities. Any economic forecaster 
would be foolish indeed to write off 
the possibility of a recession in the 
next year or two. But great ad- 
vances in economic knowledge have 
been made in the last 20 years. We 
not only know more about how to 
control our economic future than 
we did; we have new and effective 
tools to do the job, with business 
and Government working together, 
and we have the will to use them. 
The period ahead will provide a 
test of our ability to apply this 
new knowledge and to use these new 
tools. 


LEE—(from page 18) 


private business and Government to 
ease the readjustment period: 

(1) Inventory policy. Changes in 
business inventories are one of the 
more volatile items affecting short- 
run economic conditions. Changes in 
the rate of inventory accumulation 
or liquidation have repercussions 
throughout the economy. Business 
should not accumulate excessive in- 
ventory—particularly on a specula- 
tive basis because of its unstabiliz- 
ing effects. 

(2) Private capital outlays. Work 
toward less concentration of capital 
expansion in high-priced boom pe- 
riods and exploitation of lower-cost 
advantages in the interval between 
upsurges by longer-range capital 
programming. 

(3) New products and research. 
Skillful analysis of markets and ex- 
panded research on new products 
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will help resist production cutbacks 
and unemployment. 

(4) Sales promotion. Strengthen 
merchandising, advertising and sell- 
ing programs. The introduction of 
new products at attractive price 
levels may prevent depressive an- 
ticipations of price cuts on old lines. 

(5) Business use of credit. An in- 
creasing ratio of business debt to 
assets heralds the approaching crest 
of a boom. Avoid resort to exces- 
sive credit, particularly short-term 
credit. In recessive times, however, 
readily available credit is a must. 

(6) Tax cuts. As defense spend- 
ing tapers off, tax cuts must come 


promptly—and the word “prompily” 
should be underscored so as to leave 
more dollars in private hands to 
take up the slack. 

Our country is still young, still 
growing vigorously. Our population 
is on the upswing. Over the longer 
term, the American future is bright. 
Readjustment poses problems, but 
they are not unsolvable. 

Prudent Government fiscal and 
monetary policies— especially an 
easing of the business tax burden— 
coupled with sound business man- 
agement, should see us through the 
readjustment period without undue 
trouble. 


Service Charges in Scottish Banks 


F. BRADSHAW MAKIN 


po September 1, 1952, the Scot- 
tish banks, some seven in number, 
have instituted a charge for the 
operating of a current account. Un- 
like the English banks which all 
charge a commission for working a 
current account, the Scottish banks 
make no charge other than that 
levied for negotiating checks drawn 
on places other than where pre- 
sented, a charge of roughly 1/20 
percent, or five cents per dollar. 
The main purpose behind the new 
charges is that of making an ac- 
count “earn its keep.’ Bank costs 
have risen considerably and many 
accounts are no doubt operated at 
a loss. The interesting feature of 
the new arrangement is that it is 
the first attempt to bring the 
charges into line with the recog- 
nized U.S. A. practice. The English 
custom is to charge a commission on 
turnover which may be as low as 
two and one-half cents per dollar, 
compared with the average of 1214 
cents per dollar. The standing of 
the customer and the volume of his 
trade are often deciding factors in 
England, though on business ac- 
counts the rate charged will be be- 
tween the figure given; i.e., two and 
one-half to 121% cents per dollar of 
turnover. On personal accounts a 
higher charge is often levied and is 
based on the number of entries 
made. A fair example is $1.50 for 


. allowance 


each 30 entries, or five cents per 
entry irrespective of the amount. 

The Scottish banks, however, have 
decided not to imitate or copy the 
English system, and they have 
shown their rugged independence in 
their choice of scheme. Briefly they 
have decided to make a charge for 
keeping current accounts and to off- 
set the charge by a small allowance 
based on a minimum balance scale. 

A charge of seven cents for each 
check drawn will be made, the min- 
imum charge being fixed at $2.80 
per year. The minimum charge will 
of course be payable even if the ac- 
count is not operated. 

The allowance by way of offset is 
fixed at seven cents per month for 
each $280 balance. This means that 
an account with a minimum balance 
of $280 throughout the year would 
be allowed 84 cents and so on for 
each $280 of balance. There is, how- 
ever, an important proviso that the 
is not to exceed the 
amount of charge. 

Scottish banks have always made 
special charges for special services; 
that is, for issuing travelers checks, 
collection of coupons, and‘ so on. 
These charges will in the main be 
continued. According to reports the 
new charges have not occasioned 
any undue comment, and the busi- 
nessman has accepted them as being 
fair and reasonable. 
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The wise investor looks beyond a com- 
pany’s physical properties, plants and 
machinery when he is contemplating a 
purchase of its stocks. 


He looks at its markets. He knows that 
if you make a product somebody has to 
buy it if you expect to stay in business. 
And he knows that a profitable business 
operation is dependent upon the recog- 
nition of, and acceptance for, a com- 
pany’s products among the people who 
have to be sold. 


Yes, markets are a live, animate asset— 
the end product of a consistent, co- 
ordinated sales and advertising pro- 
gram. They are tough to create—still 
tougher to keep alive—and once neg- 
lected, or lost, the cost of rebuilding 
them comes mighty high. 


THAT IS WHY WE SUGGEST: If you have 
a financial interest in an industrial 
company, check to see whether the 
management is using adequate Busi- 
ness Publication Advertising to build 
and protect its markets. 


We have available a 20-page booklet—‘‘Mechanized Selling at 
Work’’. It explains the basic application of business paper adver- 
tising to the job of reducing salescosts. We'll be glad to mail you a 
copy without obligation. Address your request to Company 


Promotion Department. 


McGRAW-HILL PUBLISHING COMPANY, INC. 


m) 330 WEST 42nd STREET, NEW YORK 36, N. Y. @ 


HEADQUARTER S FOR 
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Banker Kobayashi and actress Chikako 
Miyagi in the movie “Diary of Ginjiro’s 
Journey” 


Banker—Movie Actor 


KOBAYASHI is a_ well- 

known banker in Japan—vice- 
president of the Bank of Kobe. He 
is known also for his hobbies, par- 
ticularly that of movie actor. He 
has played a Samurai in several 
Japanese films. 

Mr. KOBAYASHI starred recently 
in a movie entitled “Diary of Gin- 
jiro’s Journey,” or “The Adventure 
cf a Banker in Feudalistic Japan.” 
The story concerns a banker and his 
efforts in controlling inflation. 

The bank backed the film finan- 
cially because it felt that the dan- 
gers of inflation should be brought 
tc the people, and this was the best 
way to do it. Japan ranks third in 
the world in the production of films, 
and tenth in the total of movie- 
goers. 

Mr. KOBAYASHI has appeared on 
the stage in Kabuki plays as well as 
in films as a Samurai. He has, how- 


This department is compiled by 
THEODORE FISCHER Of BANKING’S 
staff. 


ever, no idea of becoming a career 
actor. His appearance in the hit film 
was only for “the encouragement of 
saving.” He is a close friend of 
Hollywood actor Sessue Hayakawa, 
who advised him on this film appear- 
ance. The film, incidentally, cost 
3-million yen ($8,300) to produce. 

The banker-actor studied English 
and American law at Chuo Univer- 
sity in Tokyo and entered the Bank 
of Japan upon graduation. He re- 
mained with Japan’s central bank 
for 18 years before joining the Bank 
of Kobe. He has recently been in 
the United States studying the bank- 
ing system here from San Francisco 
to New York. 


FPRA Honors Izant, Gordon 


A’ its 1952 convention in Coro- 
nado, California, the Financial 
Public Relations Association gave 
honorary life memberships to two 
of its former presidents, ROBERT J. 
IZANT and LEwIs F. GORDON. 

Mr. IZANT, president in 1941, is 
vice-president of the Central Na- 
tional Bank of Cleveland. Mr. Gor- 
DON, who headed the association in 
1944, is vice-president of the Citi- 


Winthrop W. Aldrich, left, board chairman of Chase National Bank and presi- 

. dent of the Amer- 
ica-Italy Society, 
presents to Dr. 
Nicola de Pirro, 


right, director 
general, Italian 
Government | En- 
tertainment In- 
dustry Bureau, an 
illuminated scroll 
paying tribute to 
Italy’s film indus- 
try at a reception 
aboard the Italian 
luxury liner SS 
Conte Bianca- 
mano. Center is 
Captain Frederico 
Gladulich, master 
of the vessel 


Stanley M. Wedd James Stewart 
zens and Southern National Bank, 
Atlanta. 


STANLEY M. WEDD, president of 
The Canadian Bank of Commerce, 
Toronto, since 1948, has been elected 
chairman of the board. He is suc- 
ceeded as president by JAMES STEW- 
ART, C. B. E., who had been general 
manager for the past five years. 
NEIL J. MCKINNON was appointed 
general manager. 


New York’s Mayor Vincent Im- 
pellitteri and Bronx Borough Presi- 
dent James J. Lyons joined in cut- 
ting the ribbon to formally open the 
new Riverdale branch of the BRONX 
CounTy TRUST COMPANY. 


Lou Townsend Retires 
ou E. TOWNSEND, for many years 
head of the advertising depart- 
ment of Bank of America, has re- 
tired. This year he had completed 
47 years in banking in San Fran- 
cisco. 

He joined the Bank of America 
in 1927 through a merger with the 
United Bank, with which he was as- 
sociated. 

Mr. TOWNSEND is a past national 
president of the Financial Public 
Relations Association and of Alpha 
Delta Sigma, honorary advertising 
fraternity. 

He is succeeded as advertising 
manager by Henry L. Buccello, a 
member of the department, who 
has had newspaper, advertising, and 
broadcasting experience. 


A 12-page souvenir edition of the 
Republican-Herald saluted the WI- 
NONA (Minnesota) NATIONAL AND 
SAVINGS BANK on completion of its 
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ain Street 


James A. Isbell 


William F. Palmer 


extensive remodeling project. Presi- 
dent of the bank is S. J. KRYZSKO, 
last year’s president of the Minne- 
sota Bankers Association, and cur- 
rently state chairman for Minne- 
sota on the A.B.A.’s State Legisla- 
tive Council. 


Massie Board Chairman 


— M. MASSIE, formerly execu- 
tive vice-president of The New 
York Trust Company, has_ been 
elected chairman of the board and 
chief executive officer. As chief exec- 
utive officer he succeeds CHARLES 
J. STEWART, president, who has re- 
signed. Vice-president HULBERT S. 
ALDRICH becomes president. 

Mr. MASSIE was one of the two 
original members of the Invest- 
ments faculty at The Graduate 
School of Banking, and taught in 
its courses for 10 years. An au- 
thority on investments, Mr. Massie 
has written the introduction to the 
corporate bond study which appears 
as the special feature of this issue 
of BANKING. 

Mr. ALDRICH joined the bank in 
1930 and has been a vice-president 
since 1943. He was in charge of the 
bank’s business in New York, New 
Jersey, and New England. 


JAMES A. ISBELL has been named 
vice-president in charge of the in- 
stalment loan department of Texas 
Bank & Trust Company, Dallas. MR. 
IsBELL came to the bank a few 
months ago from the New Rochelle 
(New York) Trust Company. In 
announcing his election, the bank 
disclosed also that the instalment 
loan department will occupy a large 
area on the ground floor of the 
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bank’s proposed new million-dollar 
building, construction of which is to 
begin early next year. 


WILLIAM F.. PALMER has been ap- 
pointed a manager of the Federal 
Reserve Bank of New York and as- 
signed to the accounting depart- 
ment. He was formerly controller 
of the American Airmotive Corpora- 
tion, Miami. 


No Call (!) 


HE New York Herald Tribune 
tells of a letter received at South 
Brooklyn Savings Bank: “I want full 
details about low-cost savings bank 
life insurance without obligation. I 
understand no one will call.” 
The letter came from Liberia, 
Africa. 


ROBERT K. Morrow has been 
elected vice-president of the Na- 
tional Bank of Commerce, Houston, 
Texas, and will be in charge of per- 
sonnel. He was formerly with the 
Winters National Bank, Dayton, 
Ohio. 


FRED A. FERROGGIARO, senior vice- 
chairman of the board of Bank of 
America, has been named a director 
and chairman of the Bank of Amer- 
ica-Giannini Foundation, which ad- 


Generations of 
seafaring ances- 
tors may have mo- 
tivated Banker 
Ellery L. Vogel’s 
hobby of making 
exact scale models 
of early 19th Cen- 
tury sailing ships. 
He’s a native of 
New Bedford, 
Mass., and for the 
past 16 years has 
been president of 
the Springfield 
Five Cents Sav- 
ings Bank. The 
ship model is a 
copy of the whal- 
ing bark “Sun- 
beam” which his 
great uncle sailed 


One of the exhibits in the pre-election 

orchid show at the American Security 

and Trust Company, Washington, D. C. 

This was the fifth annual show spon- 

sored jointly by the bank and the Na- 

tional Capital Orchid Society. It drew 
30,000 people 


vances employee education and med- 
ical research. The foundation was 
founded by the late A. P. Giannini, 
and the late L. M. Giannini had been 
its chairman. MR. FERROGGIARO, in 
length of service, is the oldest em- 
ployee at Bank of America. 


HAROLD VANCE, head of the Pe- 
troleum Engineering Department of 
Texas A & M College, has joined the 
staff of the Second National Bank, 
Houston, as head of its oil and gas 
division. 


RAYMOND G. MILLER, who started 
as a messenger with Capital City 
Bank, Des Moines, in 1916, has been 


out of New Bedford. Mr. Vogel spent much of his off time for more than a year 
in achieving such details as even the tiny whale oil casks on the deck 
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Forward with Memphis 
and the Mid-South since 1869 


Union PLAnters NATIONAL BANK 


MEMPHIS, TENNESSEE 


Since 1869 
Capital, Surplus and Undivided Profits Over 20 Million Dollars 
Member Federal Deposit Insurance Corp. 


AUSTRALIA aNp NEW ZEALAND 
BANK LIMITED 


A. N. Z. Bank has over 726 branches and agencies through- 
out Australia and New Zealand, in Fiji, and in London, 
equipped to offer overseas agents every banking facility, 
and specializing in the supply of economic and commer- 
cial information. 


AUSTRALIA AND NEW ZEALAND BANK LIMITED 


in which are merged 


BANK OF AUSTRALASIA THE UNION BANK OF AUSTRALIA, LTD. 
Established 1835 Established 1837 


Total Assets exceed £A400,000,000 


Principal Office for Australia and New Zealand: 
394 COLLINS STREET, MELBOURNE, AUSTRALIA 

Principal Office for New Zealand: LAMBTON QUAY, WELLINGTON, NEW ZEALAND 
Head Office: 71 CORNHILL, LONDON, E. C. 3 


named sixth president of the bank. 
He succeeds ROLFE O. WAGNER, now 
chairman of the board. MR. Wac- 
NER had been president since 1921. 
Mr. Miller is a graduate of the 
American Institute of Banking and 
is a past president of Des Moines 
Chapter. 


Dr. A. W. HUDSON has been named 
chairman of the board of the Bank 
of Prescott, Arkansas, succeeding 
THomMaAsS C. MCRAE who died Octo- 
ber 9. 


Dan D. Rogers 


D. 64, chairman of 
the board of National City 
Bank, Dallas, Texas, died on Octo- 
ber 16 just after leading his Bible 
class in song at the East Dallas 
Christian Church. His death was at- 
tributed to a heart attack. Mr. 
Rocers was the father of the Cot- 
ton Bowl football classic, and last 
year was named to the Honors Court 
of the Football Hall of Fame. Mr. 
ROGERS was identified with many 
civic enterprises. He served on the 
board of the Dallas Symphony Or- 
chestra and was a long-time member 
of the Dallas Board of Education. 


RICHARD C. HEULSMAN, vice-pres- 
ident and comptroller of the Centra! 
National Bank, Cleveland, received 
the NABAC key for meritorious ser- 
vice at the recent convention of the 
National Association of Bank Audi- 
tors and Comptrollers. Mr. HEULS- 
MAN, chairman of the association’s 

(CONTINUED ON PAGE 26) 


First volume of a financial library of 
200 books, gift of the bank to the 
schools of Dallas, is presented by Fred 
F. Florence, left, president of Republic 
National Bank of Dallas, to Dr. Frank 
Williams, assistant superintendent in 
charze of instruction in the city’s schools 
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To our Correspondent Banks 
and banks throughout the nation 


We wish you a wealth of happiness 
for the coming holiday season 
and a generous measure of increasing success 


throughout the New Year 


The First National Bank 
of Chicago 


Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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of CALIFORNIA! 


A correspondent account 
with Bank of America en- 
ables you to send your items 
for any of more than 300 
California communities — 
direct to Bank of America 
branches in those localities. 


One account either in Los 
Angeles or in San Francisco 
makes this time-saving direct 
routing service available. 


Sell Bank of America 

Travelers Cheques 
to your customers. They are known and 
honored throughout the world. 


Bank of America 


NATIONAL ASSOCIATION 


MEMBER FEDERAL DEPOSIT 
INSURANCE CORPORATION 


MAIN STREET (Continued) 


research committee, has long been 
active in NABAC work. He is a lec- 
turer at the Central States School 
of Banking. 


WALLACE M. Scott has joined 
Walker Bank and Trust Company, 
Salt Lake City, as assistant vice- 
president. He has been previously 
with several Idaho and Utah banks, 
was assistant manager of the Salt 
Lake Branch of the Federal Reserve 
Bank of San Francisco, and later 
in charge of the business loans divi- 
sion for the Salt Lake loan agency 
of the RFC. 


W. RANDOLPH BuRGESS, chairman 
of the executive committee of the 
National City Bank of New York, 
has been elected a class A director 
of the Federal Reserve Bank of New 
York. CLARENCE FRANCIS, chairman 
of the board of General Foods Cor- 
poration, was reelected a class B di- 
rector. Each was chosen for a term 
of three years beginning January 1, 
1953. 


RAYMOND C. NAHM has _ been 
named vice-president of First Na- 
tional Bank in Lake Worth, Florida. 
He was with the Cleveland (Ohio) 
Trust Company for 21 years, and 
for the past eight years was an ex- 
aminer for the Federal Reserve 
Bank, 4th district. 


ALBERT T. HARDICK has been 
named vice-president and auditor 
of the Marine Trust Company of 


Harry R. Hosick, president of Potter 
Bank and Trust Company, Pittsburgh, 
is assisted by staff member June Allen 
in cutting the bank’s 50th anniversary 
cake. The birthday was celebrated 
throughout the anniversary month 


More 


"luxury 


typing" 
features 


than any other 
office typewriter! 


in the new 


smith- 


4TYPING SHORT CUTS! 
TIME & TROUBLE SAVERS! 


Free! 24-page, pocket- 
size brochure—packed with 
practical suggestions, typing 
methods, tips and shortcuts. 


Call 


ony SMmith-Corond 


Dealer or Branch Office 


LC SMITH & CORONA TYPEWRITERS INC SYRACUSE 1 N Y 
Canadian factory and offices, Toronto, Ontario. Makers 
also of famous Smith-Corona Portable Typewriters, Add- 
ing Machines, Vivid Duplicators, Ribbons and Carbons. 


BANKING 


| 
( 
| 
| 
| 
2: G 
Neate 
—_—_———, Takes the guesswork out of page-end typing! 
| 
| | 
i 26 


Mayo A. Shattuck 


Western New York, Buffalo. He suc- 
ceeds the late HENRY F. WIRTH. 


Mayo A. Shattuck 


‘ayo ADAMS SHATTUCK, author- 

ity on trustee and estate law, 
died November 4, after a long illness. 
Mr. SHATTUCK was a partner in the 
Poston law firm of Hausermann, 
Davison & Shattuck, and was a di- 
rector of the Hingham (Massachu- 
setts) Trust Company. He had lec- 
tured often at conferences of the 
Trust Division of the American 
Bankers Association and to banker- 
students at The Graduate School of 
Banking. 


ROBERT W. SPARKS, first vice-pres- 
ident and treasurer of the Bowery 
Savings Bank of New York, has been 
appointed chairman of the New York 
State Defense Bonds Advisory Com- 
mittee. He helped organize the De- 
fense Bonds program and has served 
in that program since 1941. Mk. 


SPARKS is also a member of the r) 


Central National Bank of Cleve- 4 
land has three new vice-presidents: if eac rection 
CHARLES C. BURCHARD, Morris J. | 
HARTMAN, and HAROLD W. PARSONS. “INVISIBLE ARMOR" identifies one of the oldest and 


ARMOR® 


When the ORANGE (Texas) Na- largest surety organizations with countrywide 
TIONAL BANK completed its remodel- 
ing, it was saluted by a whole section 


of write-ups, pictures, and ads in | inland mariff€ insurance as well. 
the local paper. 


facilities for burglary, casualty and 


THE DIME SAVINGS BANK of Brook- NATIONAL SURETY 
lyn has constructed a direct en- | 

trance into the BMT subway sta- | CORPORATION 
tion at Flatbush Avenue Extension 

and Dekalb Avenue. From the sub- | 4 Albony Street, New York 

way the public is able to reach the 

main banking floor or elevators to 
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... These excerpts from two of the many unsolicited 
letters* we receive tell you why: 


PASS RESOLUTION OF THANKS 


“The board of directors of this bank was very much 
pleased indeed with the manner in which the suit 
against this bank by was carried on. 
To express their appreciation, at the last meeting of 
the board, they passed the following resolution: 


“ “RESOLVED that this Board express its deep gratification at the settlement 
effected by Fidelity & Casualty Company of New York in the case of 

against this bank and that the President be requested to advise Mr. George B. 
Hurley, the Company’s resident attorney, of the Board’s warm appreciation of the 
action taken.’ 


“T trust that this will give you at least our thanks for what you were able to do.” 
Bank President—New York 


$200,000 BOND PAID IMMEDIATELY 


“|. . The action of your people was so speedy that 
we cannot understand the operation of it. Without 
a quibble the full amount of our blanket bond form 
24, in the amount of $200,000.00 was delivered to us 
upon call. 


“No specific instructions were given as to the final disposition of this matter. The 
adjustment was left entirely on our own terms and our own unlimited discretion. 
Such prompt service made a lasting impression on the officers and board of directors 


of our bank... .” Bank Vice-President— Milwaukee, Wis. 


Every banker should have his insurance coverages analyzed at least once 
each year by a competent insurance agent or broker and thus assure his 
directors that the bank’s insurance program is up-to-date at all times. 


* Original letters on file in our home office. 


) 


CONTINENTAL  FIDELITY-PHENIX NIAGARA 
AMERICAN EAGLE FIDELITY and CASUALTY 


INSURANCE COMPANIES OF NEW YORK — 


/America fore 
* INSURANCE GROUP « 


LOOK FOR THIS SEAL ON YOUR POLICIES 


Robert S. 
Whigham 


Charles B. 
Thompson 


the four upper floors. One of the 
first to use the new doorway was 
Edward Bennett, 89, who for nearly 
72 years has continuously main- 
tained a savings account at the bank 
and has the oldest active account 
or. the bank’s records. 


ROBERT S. WHIGHAM has been 
named vice-president and comp- 
troller, and CHARLES B. THOMPSON 
has advanced to cashier at Fulton 
National Bank of Atlanta. 


JOSEPH D. JOLLY has returned to 
the First National Bank of Mont- 
gomery, Alabama, as trust officer. 
He had been with the bank for 25 
years before moving to Petersburg, 
Virginia. He’s a graduate of the 
American Institute of Banking and 
of The Graduate School of Banking. 


WALTER J. BLACKLOCK, second 
vice-president of Continental Illinois 
National Bank and Trust Company 
of Chicago, has retired after more 
than 47 years with the bank. 


Dr. WINFIELD E. WIGHT has been 
named president of the Thomaston 
(CONTINUED ON PAGE 30) 


Part of the crowd (11,000 in all) who 
attended the opening of the new addi- 
tion to the Bank of Melbourne, Florida, 
enjoying free soft drinks on the side- 
walk. Some 7,500 folks stayed on for 
a ranch style barbecue dinner of beef, 
lamb, and pork. The new addition 
features a drive-in 
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was paid through our Cash Draft Plan, estab- 
lished in 1948, for automobiles and trucks 
produced in the Detroit area and sold to or 
through customers of our correspondent 
banks. These payments were made in Detroit _, 
funds, without charge. Our Plan may prove 4% 
valuable to you in connection with your auto- 
mobile dealer financing. Write us for details. 


at the “GATEWAY 
TO CANADA”. 


located across the Detroit River from 
Windsor, Ontario, we serve the daily finan- 
cial needs of the extensive Canadian 
operations of our automotive and other 
customers, including the purchase and 
sale of Canadian exchange, through our 
Dominion-wide banking connections. Be- 
cause of close trans-Canada affiliations we 
are able to handle all types of Canadian 
transactions with speed, economy and 
efficiency. 


NATIONAL BANK OF DETROIT 


Complete Banking and Trust Service 


42 OFFICES IN METROPOLITAN DETROIT 
GARDEN CITY e HARPER WOODS @ INKSTER @ LIVONIA @ PLYMOUTH @ WAYNE 


Member Federal Deposit Insurance Corporation 
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Draw on our bank 


“balance!” 
y 


InPhiladelphia,Central-Penn 
is known as the bank with a 
different kind of “balance.” 
Not that we’ve come up with 
something new in the way of 
debits and credits. The “‘bal- 
ance”’ we’re talking about is 
Our experience of the past 
120 years combined with our 
vision of the future. 


Together these two—expe- 
rience and vision—make up 
a bank balance which our 
clients are always free to draw 
on. Whatever the banking 
needs of your client in this 
area, we stand ready to add 
this balance to their credit. 


CENTRAL-PENN 
NATIONAL BANK 


OF PHILADELPHIA 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


SAFE, ACCESSIBLE 
LOW-COST 
STORAGE 


Today and every 

day records must be saved 

for your business protection 

tomorrow. Over 90,000 leading firms find 
LIBERTY STORAGE BOXEs the best, most 
efficient product for storing inactive 
records. Check Liberty’s sturdy corrugated 
fibre-board construction, spill-proof, 
dust-proof closures and low cost. 

Sold by leading stationers everywhere. 


CLIP AD TO YOUR LETTERHEAD FOR COMPLETE CATALOG 


BANKERS BOX COMPANY 


Record Retention—Our Business Since 1918 
720 S. Dearborn Street Chicago 5, Ill. 


H. E. Fletcher 


Kenneth E. Hill 
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(Connecticut) Savings Bank, suc- 
ceeding Dr. ROBERT HAZEN who had 
been president for 24 years. 


HowarD E. FLETCHER has joined 
the First State Bank of Odessa, 
Texas, as vice-president and comp- 
troller. He was formerly associated 
with the Southwest National Bank 
in El Paso. He is a former secretary 
of the Arizona Bankers Association 
and has been active in A.B.A. and 
A.I.B. work. 


KENNETH E. HILL has advanced 
to vice-president in the petroleum 
department of the Chase National 
Bank, New York. 


Businessmen Honor Banker 


HARLES F. MCNAMEE, vice-presi- 

dent of Manufacturers Trust 
Company, New York, was guest of 
honor at a testimonial dinner ar- 
ranged by over 200 businessmen. 
The affair was to pay tribute to MR. 
McNAMEE for his friendship and 
guidance during 33 years in bank- 
ing and came on the eve of his de- 
parture from the bank to become 
president of Sedgwick Corporation, 
a general finance organization. In 


Mr. and Mrs. 
Charles McNamee 
accept best wishes 
from friends at 
testimonial dinner 
given to honor 
the banker by 
over 200 business- 
men as an ex- 
pression of tribute 
for his friendship 
and guidance dur- 
ing 33 years in 
banking 


Thomas Wilding E, A. Mattison 


the group were several business ex- 
ecutives who said it was largely Mr. 
McNAMEE’S guidance which had 
helped them rise from small busi- 
ness to big business. 


THOMAS WILDING has been elected 
a director of The Dominion Bank, 
Toronto, Canada, and appointed 
vice-president in charge of foreign 
business. He has been with the bank 
since 1915, part of the time in its 
London branch. 


E. A. MATTISON has resigned as 
executive vice-president of Bank of 
America to become president of 
Budget Finance Plan, Inc. MR. MArt- 
TISON had been with the bank for 
17 years, prior to which he was 
vice-president of Pacific Finance 
Corporation for 11 years. He is na- 
tionally known as a consumer credit 
expert and in addition has served 
on small business advisory commit- 
tees for Governor Earl Warren of 
California and Secretary of Com- 
merce Charles Sawyer. 


RAYMOND §S. KRIEBEL, trust officer 
of the Norristown-Penn Trust Com- 
pany, Norristown, Pennsylvania, re- 
cently completed his 50th year with 


(CONTINUED ON PAGE 124) 
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Blown out 
by Mr. Edison 


and friends! 


Read why the miracle of universal 
electric light could not have 
happened without America’s Banks 


ONE IDEA made the kerosene lamp obsolete. 

But it has taken billions of dollars to re- 
place it. America’s banks put up many mil- 
lions, and the story goes like this. 

After Mr. Edison and his private backers 
proved the new incandescent lamp practical, 
progressive men all over the country got the 
notion that electric light could be sold cheaply 
to all the people. 

From the first, the job was too big—too 
costly—for any individual to tackle. So 
groups of citizens (capitalists, if you will) got 
together and formed light and power companies. 

Basically private capital has always backed 
any promising venture. But as the industry 
expanded even the most prosperous compa- 
nies lacked enough hard cash for generating 
more power, stringing up miles of new wire 
and delivering current to millions of new con- 
sumers. So they went to the nation’s banks 
for short-term loans. 

They got their money. In less than 50 years, 
American ingenuity—teamed up with money 
supplied by the general public, commercial 
banks, and other financial institutions—put 
the kerosene lamp on the same museum shelf 
with the tallow candle. 

Exceptional? 

No. You can see the same pattern in just 
about every U. S. industry. 

From the beginning, U. S. citizens have put 
money in banks. All together this money 
amounts to quite a sum in any bank, and it’s 
the bank’s job to put it to work. 

Usually, progress means profits, so banks 
have always competed with one another to 
put money to work in growing industries. 

As long as competitive banking and free 
enterprise live under the same laws, the re- 
sults will continue to be more men and women 
at work, profits for both manufacturer and 
investor and better living for every man, 
woman and child in the nation. 

Mr. Edison’s light is a good example. There 
are many others, and there will be many more. 

Chase National Bank is proud of the part 
it is playing in American progress. 


THE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


(Member Federal Deposit Insurance Corporation) 


One of a series of advertisements being published in New York City newspapers and national business magazines 
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Good farming 
is yOur 

best truck 
collateral 


Yes, more so than ever before, al- 
most every farmer is a “trucker.” 
Depending on his location, acreage, 
and his stock or crops, he is likely 
to own anything from a one-half 
ton pickup truck to a heavy-duty 
stock-rack ... or even a “stable” of 
two or three trucks. 


Motor trucks are part and parcel 
of today’s farming and because 
they are so essential to farm pro- 
duction and distribution they con- 
tribute to the security and well- 
being of each and every one of us. 

Your local International Truck 
dealer makes International Trucks 
available to your community. They 


are a sound investment source for 
bank funds. 


The banker who underwrites 
this type of financing performs a 
significant community service. In 
effect, he strengthens all local 
transport facilities. He also invests 
his bank’s funds in very profitable 
loans. 


“8 ROTH AND 


INTERNATIONAL 


HARVESTER 
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HE approaching clash between the forces of spend- 

ing and economy in Government will make earlier 

phases of this historic conflict seem like a stately 
minuet. 

The outlook is as clear as this: 

(1) A high level of business activity is assured by 
the great volume of Government spending for defense, 
foreign aid and domestic purposes, and 

(2) A high level of business activity is assured by 
the fact that the new administration plans to reduce 
spending and taxes. 

Janus, the Roman god of Gateways, Doors and the 
Future, had two faces, one looking forward and the 
other to the rear. This was confusing to him and 
everybody but that’s the way things were, and are. 
The two faces of the business future today are not 
entirely incompatible, of course, because any cuts in 
government spending are likely to be contested and 
gradual, and the same for taxes. 

During the past 20 years the policies of the Govern- 
ment have been inflationary, generally speaking, and 
internationalist, generously. A reasonable assumption 
is that this picture will change somewhat in the next 
few years. The question is, how much? It was said 
of the recent election that, this time, mama got out 
and voted. She called upstairs to the offspring who 
were too quiet, “Whatever you’re doing, stop it!” 

In any case there seems to be a strong popular feel- 
ing that whatever has been going on upstairs on behalf 
of domestic prosperity and friendship abroad could be 
improved upon. Probably it is a mistake to assume 
there is going to be a sharp turning away from infla- 
tionism and internationalism. It would also be a mis- 
take to think everything is going along about the same. 

We pause for a moment in this program and make 
One obvious and oft-repeated prediction that the rela- 
tionship between Government and business is going to 
be more in accord with the nature of man and the 
realities of earthly existence than it has been for 
some time. In the declining years of the late Deals, to 
be sure, this relationship was increasingly tranquil but 
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The OUTLOOK 


and CONDITION OF BUSINESS 


it could never be said that they let their mariage de 
convenance ripen into love. 


Actions and words. There are two favorite means of 
pontificating on what the change in administration sig- 
nifies to business. One is pre-election words and the 
other is post-election appointments. 

When Mr. Eisenhower recently asked Joseph M. 
Dodge, president of the Detroit Bank and former presi- 
dent of the American Bankers Association, to repre- 
sent him in contacts with the Bureau of the Budget 
during the interregnum, the President-elect disclosed 
a great deal more about his views on fiscal matters 
than in his campaign talks. 

Mr. Dodge has a well earned reputation for handling 
difficult economic problems with intelligence, discre- 
tion and conspicuous success. 

He was director of the headquarters staff division of 
the Army Service Forces 12 years ago and since then 
there have been few respites from public service in 
some capacity. Chairman of the War Contracts Board, 
financial adviser to General Eisenhower in Germany, 
financial director of the military government head- 
quarters in Berlin, and director of finance for the 
United States forces in Germany are a few of the posts 
he has held. 

Mr. Dodge was our delegate to the Austrian Treaty 
Commission at Vienna in 1947 with the rank of Min- 
ister. In the same year he attended the Council of 
Foreign Ministers in London as General Marshall’s 
deputy for Austrian affairs. 

From then until 1951 he was a member of the Ad- 
visory Committee on fiscal and monetary affairs for 
the Economic Cooperation Administration. 

In 1949 he was named minister and financial adviser 
to General MacArthur and made four trips to Japan. 
The “Dodge Plan” which balanced Japan’s budget for 
the first time in 20 years has been called a fiscal mir- 
acle by those who know one when they see it. 


(CONTINUED ON PAGE 136) 
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orporate Bond 
L.xperience Re-examined 


i following articles are based on specific phases of the first published report of the 
corporate bond project of the National Bureau of Economic Research, Incorporated. 
These articles were prepared under the direction of the Committee on Investments 
of the Savings and Mortgage Division, American Bankers Association. While the factual 
data in the report have been used, the authors have often expressed conclusions based 
upon their individual interpretations and wide experience in the investment field. 


Such conclusions, of course, are not necessarily those of the committee nor of the 
National Bureau of Economic Research. 
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The Study Covers 28,000 Issues 


Mr. Massie 


HE first published report of a comprehensive study 
Tee the history and characteristics of corporate 

bonds has recently been released by the National 
Bureau of Economic Research. The results of this re- 
search program are of value to all investing institu- 
tions, and will assist in planning future investment 
policies. A summary of the study has been published 
by the Bureau in a paper entitled Trends and Cycles in 
Corporate Bond Financing. 

Under the sponsorship of the Investment Committee 
of the Savings and Mortgage Division of the Amer- 
ican Bankers Association the highlights of this study 
are presented in the following series of articles. They 
have been prepared by experts in the investment field, 
and their discussions include interpretations of their 
own. 

The research material has been obtained at an ex- 
pense of nearly $1,000,000. It was started in 1938 when 
the National Bureau of Economic Research assumed 
supervisory responsibility for a WPA project, spon- 
sored by the Federal Deposit Insurance Corporation, to 
gather factual material on the history of corporate 
bonds since 1900. Cooperating in setting up this proj- 
ect were various other Government and private agen- 
cies, including the Board of Governors of the Federal 
Reserve System, the Office of the Comptroller of the 
Currency, the Bureau of the Budget, the Securities and 
Exchange Commission, the New York State Banking 
Department, Federal Reserve Bank of New York, and 
four of the leading investment rating services. These 
groups all collaborated in this research program, and 
loaned personnel or materials for the administration 
and technical staff. 


A Wealth of Data 


Detailed information was obtained on over 28,000 
corporate bond issues. The records include data on 
offerings, defaults, and the manner in which individual 
bonds were extinguished. Mortgage characteristics, 
yields, fluctuations in market values, and many other 
important characteristics of these bonds were obtained, 
and the information is permanently recorded on tabu- 
lating machine punch cards, which assures their avail- 
ability for any future special research studies that may 
be found desirable. 

The Investment Committee of the Savings and Mort- 
gage Division of the American Bankers Association has 
been greatly interested in the development of this proj- 
ect from the start as an aid to investing institutions 
in their future investment policies. In 1946 the com- 
mittee participated with others in soliciting the interest 
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of a new group of sponsors to bring up to date the 
material compiled to 1944 by the WPA, which was then 
lying dormant because of the end of Government finan- 
cial assistance of this type. The new sponsors included 
the trust investment study committee of the New York 
State Bankers Association, the New York State Bank- 
ing Department, the Life Insurance Association of 
America, the American Life Convention, the Savings 
Banks Association of the State of New York, a rep- 
resentative of the Savings Banks Association of Massa- 
chusetts, the Savings and Mortgage Division of the 
American Bankers Association, and the Association of 
Reserve City Bankers. 

Under the continued direction of the National Bu- 
reau of Economic Research, and the supervision of one 
of its research specialists, W. Braddock Hickman, the 
material has been brought up to date and analyzed. 

The report is the result of a study of the accumu- 
lated data, and the following articles in BANKING in- 
terpret some of the basic material from that report 
into bankers’ language. 


A Half Century of Rails, 
Utilities, Industrials 


WENDELL T. BURNS 


N 1900 corporate bonds outstanding amounted to 
$6-billion. This amount moved steadily upward to 
a peak of $32-billion at the beginning of 1932. At 

the close of World War II corporate bonds outstand- 

ing had declined to $24- 

billion, but in the postwar 

years they increased to an > 

all-time high of about $36- 

billion at the beginning of © 

1951. 


The volume of corporate 
bonds outstanding followed |) 
closely the expansion of 
industry. In 1900 railroad 
bonds accounted for ap- 
proximately 79 percent of 
the total of all straight cor- Mr. Burns 
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porate bonds outstanding, for at 
that time railroads had just come 
through a long period of great ex- 
pansion. With the expansion of 
other industries after the turn of 
the century this ratio declined, un- 
til, in 1951, railroad bonds accounted 
for only about 30 percent of total 
corporate debt outstanding. 

In 1900 public utility bonds, which 
were mostly street railways at that 
time, accounted for 16 percent of 
outstanding bonds. In succeeding 
years there were rapid technological 
developments in the electric light 


and power industry, an expansion ‘09 


of street railway, and telephone and 

telegraph systems, which frequently 

utilized corporate bonds as a device for capital financ- 
ing. (See chart above.) 

These developments were so rapid that public utility 
bonds expanded over tenfold between 1900 and 1932, 
while rails increased only twofold. By 1951 the share 
of public utility bonds in the total corporate bonded 
debt had increased to more than 50 percent. 

In 1900 industrial bonds accounted for 5 percent of 
the total corporate funded debt outstanding. In the 
1920s, they reached their highest peak in relation to 
other corporate debt, and in 1951 stood at approxi- 
mately 20 percent of the total. 


History of 
Bond Defaults 


THOMAS L. NIMS 


HE report of the corporate bond project reveals 

much valuable information on the history of cor- 

porate bond defaults and the rate at which these 
defaults were settled. 

Between the year 1900 and the beginning of the 
business depression of the 1930s, the volume of corpo- 
rate bonds outstanding in default was very small. Dur- 
ing this period the average yearly par amount of bonds 
in default was only $400,000,000, or 2.7 percent of the 

total of all outstanding 
bonds. 

With the financial diffi- 
culties of the early 1930s, 
however, outstanding 
bonds in default climbed 
rapidly, reaching a peak 
level in 1936 of about $4- 
billion, or 15 percent of 
the total corporate bonds 
outstanding. 

With the economic recov- 
ery evident in 1937 there 


Mr. Nims was a mild improvement 
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PERCENTAGE DISTRIBUTIONS OF OUTSTANDINGS OF STRAIGHT CORPORATE 
BONDS, BY MAJOR INDUSTRY GROUP, ANNUALLY, 1900 - 1951 


PUBLIC UTILITIES 


RAILROADS 


12 ‘21 '24 '27 '30 '37 "40 ‘43 ‘46 ‘49 1951 


in the rate of defaults, but thereafter the situation 
again deteriorated and the amount outstanding in de- 
fault in 1940 was about equal to 1936. With recovery 
taking place in all forms of industry in the 1940s due 
to the war economy, the settlement of defaults gen- 
erally exceeded any new ones, and the volume of out- 
standing bonds in default declined. 

The following chart shows the default experience 
from 1900 to 1944, the last year covered by the study: 


PAR AMOUNT OF STRAIGHT CORPORATE BONDS OUTSTANDING IN 
DEFAULT, BY MAJOR INDUSTRY GROUP, ANNUALLY 1900-1944 


T T 
| (Billions of Dollars) | 


RAILROADS 
| | 


| 


Railroad bonds dominated the market for corporate 
bonds over the first 30 years of the century and they 
were exceptionally free from default experiences. They 
accounted for less than one-half of the total volume of 
all corporate bonds outstanding in default during most 
of those years. 

Between 1931 and 1940, however, the status of rail- 
road bonds went down hill rapidly. Defaults increased 
from a yearly average of 0.5 percent to 27.9 percent 
during this period. In 1944 there were still 26 percent 
of all outstanding railroad bonds in default. 

The volume of public utility bonds outstanding in 
default became fairly heavy in the early 1920s, and 
again in the mid-1930s, (about 8 percent and 7 percent 
respectively of all outstanding public utility issues). 
No doubt the principal cause of the trouble was the 
poor performance of street railway bonds in those 
years. By 1944, however, only 3.5 percent of all public 
utility bonds outstanding remained in default, as 
against 26 percent for railroad bonds. 
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The greatest difficulty with defaults in industrial 
bonds came in the early 1930s. The volume climbed 
from $100,000,000 in 1931 to $1.1-billion in 1934, or 
from 2 to 24 percent of the total industrial bonds out- 
standing. By marked contrast with railroad bonds, all 
but $100,000,000 of industrial bond defaults had been 
settled by 1944, which represented 4.8 percent of all 
outstanding industrial bonds. 

From the investor’s point of view perhaps a better 
measure of default experience is given by the rate at 
which bonds go to default. In the period 1900-1930, 
railroad bonds clearly had the best record of freedom 
from default. The average annual rate at which rail- 
road bonds went into default was only 0.9 percent of 
outstanding issues as against a rate of 1.5 percent for 
public utilities and 2.1 percent for industrials. This 
good performance was reflected in investor preference 
for railroad bonds, which were a very popular type of 
investment. They met the rigid standards of many 
state laws as eligible investments for savings banks 
and trust funds and were generally given high quality 
ratings by the various rating agencies. 

Following the depression years of the 1930s, how- 
ever, there was a pronounced shift in investor prefer- 
ence from railroad bonds to public utility bonds. The 
rate at which public utility bonds went into default was 
much lower at this time, amounting to a yearly aver- 
age of only 1.6 percent against rapidly expanding de- 
fault rates in other groups. 

Both railroad and industrial bonds had a poor de- 
fault record in the depression years of the 1930s, which 
had a seriously depressing effect on their choice as in- 
stitutional investments. The average annual default 
rate in these years for railroads was 3.2 percent of out- 
standing bonds and for industrials 3.5 percent. 


After 1944 


While the corporate bond study does not include 
default experience beyond 1944, it is self-evident that 
the economic prosperity experienced in the postwar 
years has greatly assisted default settlement by cor- 
porations, and new defaults have been infrequent. 

One of the outstanding revelations of the corporate 
bond project data covering default experience is the 
influence of the rate of default settlement on the popu- 
larity of bond issues as a means of investment. For 
instance, the record of railroad defaults was excellent 
in the predepression years. They were popular with 
conservative investors, while industrial bonds did not 
enjoy the same popularity. 

In recent years the reverse is generally true, and the 
rate of settlement of defaults may be an important rea- 
son. While railroad bonds were slow to go into default, 
they have remained in default for a much longer period 
than other bonds. The following table on annual set- 
tlement rates indicates that railroad bonds had the 
lowest settlement rate of the three major industry 
groups, while industrial bonds had the highest. 


Average Annual Settlement Rates of Defaulted Bonds 
for Major Industry Groups 


All Public 
Period Industries Railroads Utilities Industrials 
1900-1929 33.2% 28.0% 30.9% 85.8% 
1930-1943 14.1% 8.4% 20.9% 27.0% 


Between January 1900 and January 1944 the total 
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amount of interest due on outstanding corporate bonds 
was $40.8-billion. The amount of interest actually paid 
on this debt was $38.4-billion. This means that 94 per- 
cent of all interest due on corporate bonds was paid, 
leaving only 6 percent unpaid. In none of the years 
under study in the corporate bond project did the por- 
tion of interest charges actually paid fall below 84 
percent, while in 32 of the 44 years it exceeded 95 
percent. 

This record of payments is an outstanding one when 
compared with foreign dollar bonds offered in this 
country during the 1920s. As late as 1950 only 58 
percent of the debt service of foreign dollar bonds was 
being met. 

While the corporate bond record of interest pay- 
ments is good on an overall basis, it does not answer 
the unfortunate experiences of some investors in in- 
dividual cases of trouble. Even if just one issue in an 
investment portfolio goes into default, it affects th> 
income on the whole, and therefore only a compara- 
tively little trouble can make a big difference in the 
yield on the investment. Realized yield, as distinguished 
from the contractual interest rate, is greatly affected 
by default experience. 


Promise versus 


Performance 


JAMES W. WOOSTER, JR. 


ELF-DECEPTION doesn’t pay. In the exacting busi- 

ness of investing other peoples’ money, self-de- 

ception is not only unwise but, under certain 
circumstances, it can be, and has been, disastrous. The 
insidious thing about self-deception is that those who 
indulge in it are generally unaware of the fact that 
they are operating on the basis of hope and of wishful 
thinking, rather than reality. 

When a bond pays an interest coupon, it is customary 
to regard such a payment as income. If the bond has 
been bought at a premium, proper accounting pro- 
cedure should provide for the crediting of a portion of 
the coupon payment to the amortization account, but 
the balance of the payment is usually considered as 
income. Data developed by the corporate bond study 
of the National Bureau of 
Economic Research sug- 
gests that this common 
practice may be quite un- 
realistic. 

During the extended 
period of 1900 to 1944 
over 3,000 separate issues 
of corporate bonds with a 
face amount of over $5,- 
000,000 each were pub- 
licly offered. Their total 
par value was about $34- 
billion. Taking this repre- 


Mr. Wooster 
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sentative group as a whole, only 20.81 percent of the 
bonds were paid at maturity. That is, the promised 
yield at the time of purchase, as represented by the 
coupon and the price, turned out to be the yield 
actually realized by a purchaser of these bonds in only 
one case out of five. In the remaining four-fifths of 
the cases, with the bonds either called for payment 
prior to maturity, or with the bonds extinguished by 
default, the promised yield was different from the yield 
actually received—in some cases greater and in some 
cases less. Even in the comparatively stable period of 
1900-1920, only one-third of all bond extinguishments 
was by the “normal” method of maturity. Such fig- 
ures indicate the difficulty of carrying out a long-range 
investment program without frequent readjustments 
due to the retirement of bonds, from one cause or an- 
other, before their stated maturity. 


Factual Material Needed 

If most bonds do not remain outstanding until their 
stated maturities, and if, as a result, the yields actually 
obtained from these bonds differ from those antici- 
pated when the bonds were purchased, it is obviously 
desirable, if self-deception is to be avoided, that some 
factual basis be established, related to actual experi- 
ence, whereby an adequate part of interest payments 
from bonds with a poor record of payments be credited 
to reserves, rather than taken into the income account 
in full. 

The study of the National Bureau of Economic Re- 
search, referred to above, provides a great deal of such 
factual material. The several examples or illustrations 
given below will, it is hoped, stimulate the interest of 
bankers and other investors in developing, from these 
data, workable and useful procedures which will result 
in a more realistic appraisal than generally prevails 
today of the composition of interest payments made by 
corporate bonds. A part of these payments represents 
rent for the use of money, but part represents payment 
of a premium for the assumption of the risk that all 
interest and principal payments may not be made as 
specified. It is the job of the investor to determine the 
adequacy of this extra return in relation to the risk 
involved in earning it. If the extra return is sufficient, 
or more than sufficient, to offset the occasional losses 
involved, then the purchase of higher yielding bonds 
may produce a higher net return than the purchase of 
lower yielding, lower risk bonds. However, if greater 
risks are to be assumed in the hope of greater returns, 
then the ability to assume these greater risks (for 
example, a greater capital funds cushion in the case 
of banks) must be present, plus the willingness to set 
aside at least a portion of the higher return in a re- 
serve fund which will be adequate, based on past expe- 
rience, to provide for the inevitable losses which such 
an investment policy will involve. 


“Mortality” Data 

All these practical considerations hinge upon the 
availability and use of what might be termed actuarial 
experience or mortality tables for different types of 
bonds under varying business and interest rate condi- 
tions. Until the release of the corporate bond study 
data, the amount of reserves necessary against dif- 
ferent types of bonds was based on only fragmentary 
material covering brief periods of time, or was left 
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tc the “experience” of the investment officer, which, in 
practice, often meant that it was left to an informed 
guess, in which the element of hope is apt to lead to 
self-deception or wishful thinking. 

It has been mentioned that between 1900 and 1944 
only about one-fifth of the bond extinguishments was 
by payment at maturity. The percentage of payments, 
however, varied considerably between different types 
of bonds. For example, about 45 percent of railroad 
bond extinguishments during this time was by matur- 
ity, as compared with 13 percent in the case of electric 
utilities and less than 10 percent in the case of indus- 
trial bonds. On the other hand, nearly three times as 
many utility and industrial bonds were called at pre- 
mium prices before maturity than was true for rails. 
In the case of bonds paid at maturity, promised yields 
are identical with realized yields, but in the case of 
bonds called prior to maturity, realized yields usually 
exceed promised yields at the time of offering. The 
average yield of all bonds called for payment prior to 
maturity between 1900 and 1944 was 123 basis points, 
or 1.23 percent greater than promised yields. 

On the other hand, about 19 percent of all bonds ex- 
tinguished during these years was extinguished fol- 
lowing a default. In this category, about three times 
as many railroad bonds were extinguished following 
default as electric utility bonds, and about 50 percent 
more than industrial bonds. In the case of all de- 
faulted bonds, realized yields averaged 353 basis points, 
or 3.53 percent below promised or “expected” yields. 
It is obvious that in the case of these defaulted bonds, 
a large portion, if not all, of their apparent interest 
payments was a return of principal, and should have 
been set aside in a reserve fund to provide for capital 
losses. 


Determining Quality 

The industry in which a company operates is evi- 
dently one factor which influences the need for re- 
serves. Another factor is the quality of the bond itself. 
No completely satisfactory method for determining 
quality is possible, but the ratings assigned by leading 
statistical agencies can provide helpful clues. Over the 
Gifficult period between 1928 and 1940, the promised 
yield of all corporate bonds included in the National 
Bureau’s study, irrespective of quality rating, averaged 
4.89 percent. The actual or realized yield to an investor 
who purchased in 1928 and liquidated in 1940 was 3.14 
percent, or 1.75 percent less. In the case of bonds with 
the highest rating, the promised yield was 4.34 percent, 
the capital loss rate was 1.15 percent, and the net real- 
ized yield was therefore 3.19 percent. 

In the case of bonds having the second highest rating, 
the apparent yield was 4.67 percent, but the capital 
loss rate of 1.61 percent reduced this to 3.06 percent. 
Third rated bonds, with a gross yield of 5.05 percent, 
and a capital loss rate of 1.51 percent, showed a net 
yield of 3.54 percent. Fourth rated bonds had a prom- 
ised yield of 5.56 percent, but a capital loss rate of 
2 percent reduced this to 3.56 percent. This was higher 
than the realized yields on higher quality bonds, but 
not as much higher as the comparison of promised 
yields would suggest, (4.34 percent for highest grade 
vs. 5.56 percent for fourth grade). Bonds rated below 
the fourth grade fared poorly. Their promised yields 
were tempting, averaging 6.25 percent. Their average 
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capital loss rate of 5.06 percent so reduced their real- 
ized yields, that their net return of 1.19 percent was 
only a little more than one-third that which could have 
been obtained from higher grade securities. 

In order to appraise intelligently the relative value 
offered by different types of bonds, and by bonds of 
varying quality ratings, it is essential that a factual 
basis for estimating risks and potential losses be avail- 
able. Similar facts are needed if proper reserves are 
to be established out of coupon income. For both these 
purposes, the material compiled by the corporate bond 
study of the National Bureau of Economic Research 
should prove invaluable tools for those investors anx- 
ious to avoid self-deception, and to conduct their oper- 
ations realistically, so as to better assure obtaining 
value received for such risks as they consider it proper 
and expedient to assume. 


The Importance of 


Credit Standing 


JOHN W. KRESS 


HE National Bureau of Economic Research, through 

its study, Trends and Cycles in Corporate Bond 

Financing, has made available valuable historical 
data which should be of material assistance to every 
category of institutional and private investor. 

The purchaser of securities is interested in a rea- 
sonable return on his investment and the ability to 
obtain his principal at any given time or, in the case 
of a bond, at maturity. Consequently, that portion of 
the study which presents factual data pertaining to 
corporate bond defaults and their settlement experience 
in the period 1900-1944 is most illuminating and should 
allay some of the fears which investors have built up 
against certain fields of corporate bond investment or 
of secured versus unsecured issues. It will undoubtedly 
surprise some lenders to find from the study that the 
default experience of railroad bonds during the de- 
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pressed Thirties was superior to that of industrials and 
that during the first three decades of the century rail- 
road bonds had a better record than the utility or the 
industrial group. 

Of equal importance with defaults is the rapidity of 
the settlement of the debt and it is on this point that 
the study makes a major contribution to the interested 
investor. 

The table of average annual settlement rates for the 
major industry groups, as shown in the article on page 
37 on the history of bond defaults, indicates that rail- 
road bonds had the lowest settlement rate of the three 
major industry groups, whereas industrial bonds had 
the highest. Railroad bonds also remained in default 
cver much longer periods than industrials. These facts, 
however, should not lead to the conclusion that rail- 
road bonds should be eliminated from present port- 
folios or classified as undesirable mediums for present 
or future investments. 

The record of defaults and the rate of settlements 
gives rise to a question of credit vs. mortgage security 
as elements determining success of the investment. It 
is exceedingly difficult to determine the value of mort- 
gage security as a criterion of corporate lending. There 
is no way of concluding whether differences in the past 
record of railroad mortgage bonds and industrial de- 
benture bonds were due to the fact that one was a 
mortgage bond and the other a debenture bond or to 
the fact that one is a railroad bond and the other an 
industrial bond. 

Corporate bonds are loans. As such they should be 
judged by the credit of their respective borrowers. This 
concept is not new; it is accepted by merchants and 
bankers and is as old as civilization itself. It has been 
clearly demonstrated that prices of corporate bonds 
are linked to credit and the borrower’s ability to pay. 
Defaults and settlements can be connected equally to 
the conclusions that earning power of the property and 
a single capital structure are more important consider- 
ations than mortgage security. A bond which has a 
first claim on earnings, whether it is secured by a 
mortgage or is a debenture, is in a strong position. 
A bond which is junior to an open mortgage, whether 
it is a mortgage bond or a debenture, is in a far less 
strong position. 

In the past, bondholders had the right to foreclose 
their lien in order to satisfy their 
claim. This is no longer possible be- 
cause of the operation of Section 
77(b) of the National Bankruptcy 
Act, and thus the mortgage position 
in the railroad field particularly is, 


itself, now of secondary importance. 
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Furthermore, the railroad’s poor 
record for debt settlement should 
not be attributed to the fact that 
there were mortgage claims to be 
satisfied. If a railroad had just one 
class of debt it could be reorgan- 
ized just as quickly whether the 
debt was secured by a mortgage or 
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unsecured. The fact that many rail- 
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roads had divisional liens did cause 
delay, but this was due more to the 
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diversity of interests than to mort- 
gage position. 
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In the case of an indi- 

» vidual company, however, 
| where mortgage as well as 
debenture bonds are in de- 
fault, it seems obvious that 

the mortgage bond would 
receive preferential treat- 
ment over a debenture 
bond. To this extent, a 
mortgage security is more 
desirable than an _ unse- 
cured claim. The Interstate 
Commerce Commission em- 
phasized the priority of a 

claim in a recent report on “Fluctuation of Claims of 
Junior Bondholders in Railroad Reorganizations.” In 
discussing such reorganizations, the Commission said: 


Mr. Kress 


In the issuance of securities in reorganization, certain 
legal rules and principles have become well established 
by a long line of judicial decisions. One of these prin- 
ciples is that the claims of creditors must be satisfied in 
the order of priority of such claims. Another is that the 
satisfaction of these descending priorities of claim must 
be qualitative as well as quantitative, subject to certain 
practical considerations with reference to the estimated 
subsequent earning power of the reorganized company. 


This statement lends strength to the conclusion that 
within a single company priority of claims is important. 


As a general conclusion, however, it must be admitted 
that credit is a more important consideration than is 
mortgage security. This can best be illustrated by a 
comparison between the Chicago, Milwaukee & St. Paul 
General Mortgage 44s of 1989 and the Union Pacific 
Debenture 414s of 1967. The former railroad emerged 
from its first reorganization in 1928. The fact that its 
general mortgage was undisturbed created an aura of 
strength that its earnings failed to support. These de- 
fects are obvious in the accompanying comparison with 
Union Pacific, shown at the top of this page. 

The results of this can be revealed more vividly in 
graphic form. The chart on page 40 expresses credit 
as an index which embodies five primary influences. 
These indices are charted from 1928 to 1936 for both 
systems. Note the wide variation in favor of Union 
Pacific. The chart on page 41 shows 
the difference in prices between the 
St. Paul general mortgage and the 
Union Pacific debentures. Note the 
relatively slight spread during the 
earlier years against a variation in 
credit exceeding 30 percent during 
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Details 

as of June 1928 
Price 
Yield to maturity 
Index of ton-miles 
Interest coverages* 
Ratio of debt to total 

capitalization 
*12 months ending June 30 


66.6 56.7 


the downside) and remains there for a protracted 
period, it indicates that a reorganization is imminent. 

Over the years the mortgage concept has not proved 
itself to be an instrument which the lender could utilize 
with confidence. As against this, the credit approach 
ic more sound. It has not only functioned satisfactorily 
in the past, but in the postwar years it has proved to 
be a more reliable method. What are the basic differ- 
ences between the two that make one more desirable 
than the other? 

The mortgage is based upon a static concept; it is 
too slow to reveal impending danger. It presupposes 
security which may vanish long before the loan ma- 
tures. Moreover, the mortgage or lien is wholly unre- 
lated to the market price of the loan. As against this, 
credit is a dynamic force changing constantly and re- 
vealing whether it is veering in the direction of 
danger or away from it. It is simple to measure; hence 
its course can be observed continuously. It is true that 
nrices do not move concurrently with credit. This af- 

srds ample opportunity to take advantage of these 
deviations. It is possible to observe whether the price 
at which a loan sells is either too low in relation to 
credit or too high. 

Since it is clearly obvious that as a standard of 
safety, mortgage security in itself is no longer ade- 
quate and that the laws of credit are inviolable, the in- 
vestor should always be conscious of the ever-changing 
relationships and concentrate his investments in the 
securities of companies which can meet the tests of 
unquestioned credit. 


UNION PACIFIC DEBENTURE 4 1/2’S OF 1967 VS. 
ST. PAUL GENERAL 4 1/2’S OF 1989 
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this period. This, in itself, was a 
signal to replace the St. Paul issue 
cn the basis of better credit with no 


actual loss of yield. Of further in- 


terest is the fact that the index of 
credit of this road (page 40) entered 


the critical area as early as 1932, 


three years before appointment of 
the trustee. The critical zone rep- 
resented by the hatched horizontal 
band ranging between 500-550 is 
an area of danger. When the index 


of credit enters (or penetrates it on wes 
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Public and Private 
Debt Expansion 


RALPH J. MILLS 


HE report based on 

the corporate bond 

study reveals a tre- 
mendous rise in the ratio 
of public debt to private 
debt over the years. 

For example, in 1917 
the total of all corporate 
debt outstanding amounted 
to $33.1-billion, or approx- 
imately 44 percent of the 
total of all public and pri- 
vate debt. Private non- 
corporate debt (unincor- 
porated business units, mortgage debt of individua’s 
and consumer credit) accounted for about 48 per- 
cent of the total, so that private components to- 
gether amounted to $69.4-billion or 92 percent of 
the total of all public and private debt outstand- 
ing. This left $5.6-billion or 8 percent for the amount 
of public debt alone. 

Following 1917, however, except for a minor reversal 
in the 1920s, the share of the public debt moved grad- 
ually upward, until it had reached about 34 percent of 
the total debt outstanding just before World War IL. 

During the succeeding years of heavy war financing 
by the Federal Government, the amount of public debt, 
augmented to a large extent by United States Govern- 
ment securities, increased much further, reaching a 
high point of $266.5-billion, or 70 percent of the entire 
outstanding debt of the country at the close of the war. 

The growth of the debt of the United States Gov- 
ernment is indicative of this transition in the propor- 
tion of public debt to private debt. On December 31, 
1930, the national debt stood at $16-billion, which 
amounted to $129.66 per capita. In June 1952 the pop- 
ulation of the country had increased 25 percent, but 
the national debt had increased by $2438-billion to a 
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total of $259-billion, or $1,649.93 per capita, an increase 
of more than 1,500 percent. 

At the beginning of 1951 the share of public debt 
had declined to 54 percent of the total debt, due to a 
pronounced expansion in the dollar volume of private 
debt and a moderate contraction in public debt. 

The position of outstanding corporate bonds in the 
overall debt structure has also changed drastically. It 
is estimated that they accounted for about 25 percent 
of total debt in the years immediately preceding World 
War I, and for only 6 percent at the close of World 
War IL. 

In the postwar years the relationship of corporate 
bonds, like the other components of private debt, has 
expanded slightly in relation to total outstanding debt. 
At the beginning of 1951 such bonds accounted for 
about 8 percent of the total debt. 

The chart shows the changes in the relationship be- 
tween the totals of private and public debt outstanding 
during the years 1917-1951. 


The Current Boom in 


Bond Financing 


W. BRADDOCK HICKMAN 


war financial scene has been the tremendous run- 

up in corporate funded debt. The current business 
boom, which appears to have run longer and reached 
higher levels than any other in our history, has to a 
large extent been financed by the issuance of bonds 
and other debt instruments rather than by the sale of 
stock. 

The heavy use of corporate bonds to finance a boom 
marks a striking departure from past experience. Our 
studies indicate that during virtually every period of 
expanding business activity from the beginning of the 
century through the close of World War II, corpora- 
tions financed their long-term capital programs prin- 
cipally through the stock market. During the boom 
years 1928-29, for example, approximately 90 percent 
of all external capital funds was obtained from this 
source and only 10 percent from the flotation of bonds. 
During the five years 1947-51, on the other hand, only 
about one-third of such funds was obtained by sale of 
common and preferred stock while two-thirds was pro- 
cured via the bond market. In consequence, corporate 
funded debt, which stood at approximately $24-billion 
at the beginning of 1947, now stands (as of January 
1952) at about $40-billion, having increased by about 
66 percent in five years. 

Despite the enormous run-up in debt, many corpora- 
tions have been able to maintain a semblance of bal- 
ance in their capital structures by plowing back an 
exceptionally large proportion of earnings. During pre- 
war years corporations typically paid out about two- 
thirds of their earnings as dividends while retaining 
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one-third, but during the 
postwar period these pro- 
portions have been roughly 
reversed. As a result of 
these enlarged savings, the 
net worth of many cor- 
porations has risen in 
rough proportion to their 
debt, so that the equity 
cushion behind debt has 
been preserved. Neverthe- 
less, coupon charges and 
amortization payments 
have expanded so enor- 
mously in absolute volume that financial analysts are 
becoming increasingly concerned over the ability of 
American enterprise to meet fixed charges should a 
severe slump occur. 


Mr. Hickman 


Three Forces at Work 


Various proposals have been made to correct the 
current drift toward debt financing. In order to ap- 
praise these suggested remedies, it is necessary to ex- 
amine briefly the forces that have caused the rise in 
the debt and the shift from equity to debt financing. 
Among the most important of them are the following: 
(1) The rapid rise in the general price level since the 
war; (2) the decreasing inequality in the distribution 
of personal incomes and the related growth in the pro- 
portion of income saved through savings institutions; 
and (3) the pronounced rise in Federal corporate in- 
come taxes. 

Historically, the volume of corporate debt outstand- 
ing has fluctuated with prices, although usually with 
a considerable lag in the response of debt to prices. 
Expanding corporations purchase new plant and equip- 
ment at prevailing prices, so that their cash require- 
ments rise and fall with the price level. Moreover, when 
prices rise rapidly, as in the postwar period, the cost 
of replacing worn-out plant and equipment generally 
exceeds depreciation allowances. To maintain capital 
intact, corporations must, therefore, retain a larger 
proportion of earnings and apply to the capital markets 
for additional funds. 


Institutionalization of Savings 

Evidence of the growing institutionalization of sav- 
ings is provided by the fact that, since 1940, deposit 
accounts of mutual savings banks, time deposits of 
commercial banks, and savings held in the form of life 
insurance have each more than doubled. Governed by 
legal restrictions of various kinds, and time-honored 
canons of prudent investment planning, savings insti- 
tutions prefer fixed-interest-bearing securities such as 
bonds to common and preferred stock. 

What have been the important factors making for 
growth in the volume of funds invested through the 
savings institutions and the drying up of direct invest- 
ments in common stock? One of the underlying factors 
has been the growing preference of investors for finan- 
cial security, a preference conditioned partly by the 
increasing attractiveness and flexibility of institution- 
alized savings plans and partly by memories of the 
stock market crashes of 1929, 1937, and 1946. 

An even more important factor underlying the rise 
in institutional investment has been the secular decline 
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in the inequality of income. A study recently com- 
pleted by the National Bureau of Economic Research 
shows, for example, that in 1929 the top 1 percent of 
income recipients received, after taxes, 17 percent of 
total income, while in 1948 the same income group re- 
ceived only 9 percent of total income. This shift was 
coupled, of course, with an equal but opposite shift in 
the proportion of total income received by lower-in- 
come classes. Since those in the upper-income groups 
are the principal suppliers of equity funds, while those 
in the lower groups prefer the more stable forms of 
investment, the decreasing inequality of incomes goes 
a long way to explain the growing institutionalization 
of savings and the booming market for corporate bonds. 

Finally, high Federal corporate income taxes in the 
postwar period have favored bond and discouraged 
stock financing by business corporations. In the pres- 
ent market, bonds of good grade can be floated on better 
than a 4 percent basis, preferred stock on better than 
a 5 percent basis, and common stock at 7 percent or 
above. Moreover these yield differentials, which favor 
bonds rather than stock, are magnified by the fact that 
interest charges are deductible in arriving at corporate 
taxable income, whereas dividends are fully taxed. 

Consider, as an illustration, a large corporation that 
plans a new capital program of $1,000,000 on which it 
hopes to earn $100,000 gross. At the present time, 
taxes after charges (exclusive of excess profits taxes) 
average about 50 percent. If the corporation should 
elect to issue 5 percent preferred to finance its pro- 
gram, there would be no net return to common stock- 
holders, since half of the gross income ($50,000) would 
be paid out in taxes and half as dividends on the pre- 
ferred. If, however, the corporation should elect to 
issue bonds at 4 percent, it would pay out only $40,000 
as interest to bondholders and $30,000 as taxes, with 
$30,000 left for the common stockholders. Faced with 
such choices it is not surprising that most corporations 
now elect to issue bonds rather than stock. The case 
for bonds becomes even stronger when account is 
taken of the excess profits tax. Indeed it can be shown 
that certain corporations would benefit from bond fi- 
nancing even though no income were obtained on the 
new money—that is, if the funds were simply placed 
in a safe deposit box. 


Two Kinds of Proposals 

Many proposals have been made that seek to restore 
the prewar balance between equity and debt financing. 
These may be divided roughly into two groups: those 
that would influence the demand for equity investments 
and those that would influence the supply. Thus it has 
been suggested that the demand for common and pre- 
ferred stock be expanded through educational pro- 
grams designed to show investors in the middle income 
brackets the advantages of stockownership. The cur- 
rent interest in mutual funds is cited as a step in this 
direction, as is the recently instituted college retire- 
ment equity fund of the Teachers Insurance and An- 
nuity Association. Steps have recently been taken 
which tend to increase the demand for equity invest- 
ments by such major savings institutions as life insur- 
ance companies, mutual savings banks, and personal 
trust accounts, which may in the long run prove most 
effective. Several papers in this issue of BANKING indi- 
cate how the materials of the corporate bond research 
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project are being used to assist in designing such plans 
and in obtaining legislative approval for them. 

All of these programs have the effect of increasing 
the demand for equity investments, but a healthy flow 
of risk capital cannot be restored unless the supply of 
new equity investments is increased as well as the de- 
mand. Under present tax laws, it may be doubted 
whether many corporations will be attracted to the 
stock market to obtain funds, even if new shares could 
be floated at prices considerably higher than those rul- 
ing at present. The desired balance between equity and 
debt financing will probably not be obtained until divi- 
dend payments on stock are given substantially the 
same tax treatment as interest charges on bonds. 


Equity Market Value 
and Default 


J. REED MORSS 


HE Committee on Investments of the Savings and 

Mortgage Division of the American Bankers As- 

sociation has made a comprehensive study of the 

basic characteristics of some of the leading railroad 

systems of the country in an effort to determine what 

yardsticks of quality have proved to be the most re- 
liable as guides in the selection of sound investments. 

This study was made as a parallel of the corporate 

bond research study of the National Bureau of Eco- 

nomic Research, using some of the data which the 

corporate bond study had obtained and adding further 
statistics as the Investments Committee study continued. 

A survey was made of default experience of prominent 

railroad securities held by savings banks for the period 

1928 to 1940, which were especially selected as years of 

boom, depression, and recovery. One of the efforts was 

to determine how satisfactorily our yardsticks of bond 
quality had stood the test of those difficult times. Par- 

ticularly under the microscope.of the corporate bond 
study were the market action and default records of 
corporate bonds on and off the various state legal lists, 
as well as an analysis of their action in the light of 
their composite agency ratings. The significance of the 
results are being studied in the light of present condi- 
tions, and similar research is being directed to studying 

the basic characteristics of public utility bonds. 

The railroad study was 

| only a small segment of 

* the corporate bond study 

as a whole, but a segment 

of particular interest to 

savings bankers. Early in 

the study it became ap- 

parent for the 12 years un- 

der review that, in general, 

the highest rated bonds, 

the bonds most widely ac- 

cepted on the legal lists, 

and the bonds selling at 

the highest market prices 


Number of Times the Face Amount of Debt Equals the 
Market Value of Equity 


HIGHEST QUALITY 1928 


Chesapeake and Ohio 
Atchison, Topeka and Santa Fe 
Union Pacific 

Norfolk and Western 


GENERAL QUALITY 


Baltimore and Ohio 
Boston and Maine 
Chicago and Northwestern 
Chicago, Milwaukee and St. Paul 
Illinois Central 
Lehigh Valley 
Missouri Pacific 
Missouri, Kansas and Texas 
New York Central 
New York, New Haven and Hartford 
New York, Chicago and St. Louis 
Pere Marquette 
Chicago, Rock Island and Pacific 
Minneapolis, St. Paul and 

Sault Ste. Marie 
St. Louis-San Francisco 
Seaboard Air Line 
Southern Pacific 
Wabash 


1932 


DOR AME 
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and lowest yields—in other words the best bonds by 
these standards—produced with few exceptions the 
highest realized yields. By and large, the highest priced 
bonds were the best bargains. 

Once that general rule had been established, the next 
interesting point lay in the exceptions. For instance, 
why had as much as 14.5 percent of the bonds in the 
Massachusetts savings bank legal list defaulted within 
the years 1932 to 1940, while total railroad bonds de- 
faulting were roughly only one-quarter of all rail bonds 
outstanding? Obviously the existing standards of qual- 
ity were but an imperfect guide to future comparative 
performance. It is easy to recall how the bonds of the 
Rock Island Railroad plunged from the heights to the 
Gepths within a span of three years. 

For the purpose of forging a new guide to quality, 
the Committee on Investments encouraged the cor- 
porate bond project to make studies of bond price and 
yield as an indication of future performance. That 
effort did not prove conclusive, largely because of the 
tendency of the market in good times—in this case, 
i1928—to quote bonds of varying quality at similar 
prices and yields. In other words, the tables did prove 
that market quotations insufficiently distinguished be- 
tween high and lower grade obligations in the year 
1928. In general, the 1928 bond market quotations 
made an unsatisfactory forecast of future relative bond 
performance. 

As to bond investments, banks investing savings 
funds were operating largely within the limitations of 
legal lists. That very concept suggested the necessity 
for setting down in words yardsticks of bond quality, 
based on readily available and easily computable sta- 
tistical data. That meant a short cut to bond quality. 

Inspired by the very breadth of the corporate bond 
project, the Investment Committee set out to test with 
the benefit of hindsight the validity of those yardsticks 
heretofore in general use. Many were promptly dis- 
carded as of unprovable benefit. Often the Committee 
was advised to discard all, on the sound theory that 
there could be no genuine short cuts to a solution. But 
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the purpose, only, was to sort the better yardsticks 
from those less valid. As work continued, two stood 
out as having good records for determining troublesome 
bonds most regularly used by savings banks. The two 
were: 

(1) Margin of safety factor, which has since been 
widely publicized and even adopted as the basis for 
leyal rails in several states. 

(2) Market value of equity as a ratio of debt. 

The underlying thought behind the latter ratio is 
that in a broad open market this sensitive index is 
created by willing buyers and sellers risking real money 
at a price level established by a wide consensus. We 
might comment that, as virtual subsidiary situations, 
there can be doubt whether the Pere Marquette and 
Lehigh Valley railroads’ stock prices truly reflected a 
broad open market. 

The table at left illustrates the importance of 
those characteristics which reveal the relationship of 
debt to the market value of equity as a factor in de- 
termining quality. A low ratio in the prosperous year 
preceding the depression of the 1930s did indicate dis- 
crimination between prime and troublesome situations. 
These figures proved very revealing, and are presented 
herewith so that they may speak for themselves as 
indicators of quality based upon actual performance. 


Investment of 


Savings Deposits 
THERON A. WOODSUM 


for the investment of savings or time deposits in 

mutual savings and commercial banks is the 
amount available in relation to the funds seeking in- 
vestment. The corporate bond study of the National 
Bureau of Economic Research shows that the ratio of 
time deposits to corporate bonds outstanding has un- 
dergone drastic changes in recent years. 

In 1910, time deposits in the banks, mutual and com- 
mercial, totaled a little over $7.1-billion and corporate 
bonds outstanding totaled $14.9-billion, a ratio of de- 
posits to bonds of about 1 to 2. The bonds were made 
up of $9-billion railroad bonds, $3.7-billion of utilities, 
and $2.1-billion industrials. Included in the utility 
total was a substantial amount of the bonds of street 
railway companies, most of which suffered extinguish- 
ment during the next 10 years through payment or 
default. But even with the loss of these bonds in the 
next 10 years the utility bonds outstanding increased 
nearly $2.7-billion to $6.4-billion 

This was the beginning of the great growth of the 
electric light and power business, which from then 
on to the present time was to provide a good supply 
of sound institutional investments. During this same 
period railroad bonds increased $1,300,000 to $10.3- 
billion and industrials gained $885,000,000 to just over 
$3-billion, making the total for all corporates $19.7-bil- 
lion. The increases percentagewise were utilities 75 
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Time Deposits New Security 
Mutual Issues Average 
Savings and Corporate Domestic Yield, 
Commercial Bonds Average Corporate New Issues 
Year Banks Outstanding Corporate Bonds of Corporate 
(in millions) (in millions) Bond Yields (in millions) Bonds 
(a) () 
1910 $7,140 
1915 6,697 
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1920 16,056 
1925 23,789 
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(a)}—Comptroller of the Currency. 

Federal Reserve Board. 

National Association of Mutual Savings Banks. 
(b}—National Bureau of Economic Research. 
(c), (d), (e}—Moody’s Investors Service. 


percent, rails 14 percent, industrials 41 percent, and 
all corporates 32 percent. 

By 1920, savings and time deposits in banks had 
risen to $16-billion, a 124 percent increase, and the 
ratio of deposits to bonds, which was 1 to 2 in 1910, 
had changed to about 1 to 1.23. During the next few 
years deposits continued to rise faster than the in- 
crease in outstanding corporates, so that by 1926 they 
were just about equal in volume. It was in this period 
that the utility holding company systems were built up, 
supplying more and more bonds to absorb growing 
deposits as the holding companies were pyramided 
higher and higher. 

From $2-billion to $3-billion of new corporates were 
being issued each year, and investment funds were 
adequate to absorb them. For several years the growth 
of time deposits and corporates outstanding kept pace, 
and the deposits to bond ratio stayed at just about 1 
to 1. 


Operating Company Bond Experience 

While some of the bonds issued by the holding com- 
panies were later proved to have been unsound, most 
of the underlying issues of the operating companies 
were excellent investments. Yields were good, running 
from 5 to 5% percent. Most of them were issued at 
substantial discounts. The financial upset of the early 
1930s delayed their refunding, prolonging the period 
of high yield. When the refunding, or rather the series 
of refundings, came along 
as interest rates moved 
down, the call prices pro- 
vided profits which were 
healthy additions to sur- 
plus accounts of institu- 
tions holding the bonds. 

The market crash of 
1929 and the subsequent 
banking crisis effected a 
considerable readjustment 
in both corporates out- 
standing and in time de- 
posits in banks, the latter 
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reaching a low of about $20-billion in 1933, an amount 
equal to about two-thirds of the corporates out- 
standing; in other words the ratio of deposits to 
bonds was about 1 to 1.5. Prices and yields of bonds 
reflected this and other factors in the situation, aver- 
age yearly yields during a four-year period reaching 
5 percent to 6 percent and almost 7 percent in 1932. 
Gradually as public confidence in banks was restored, 
deposits increased while extinguishments and the 
dearth of new corporate issues brought about a decline 
in corporates, until in 1942 deposits and corporates 
outstanding were again about equal. 

From 1942 on, deposits spurted upward and, with 
yields on both outstanding and new corporate issues 
around the 3 percent mark, new issues began to come 
out in increasing volume, averaging during the seven 
years from 1945 through 1951 nearly $5-billion a year 
compared with an average of less than $1-billion a 
year in 1932, 1933, and 1934, when yields on new issues 
averaged about 5 percent. 

By 1946 the increase in new issues and lower ex- 
tinguishments had checked the decline in outstundings 
and, taken in connection with the increase in deposits, 
produced a ratio of deposits to bonds of 1 to .46. Stated 
another way, deposits were more than twice the bonds 
outstanding, completely reversing the situation in 1910 
when corporate bonds outstanding were about twice 
deposits. By 1951 the flood of new corporates con- 
tinued and, with a slowing down of the deposit gain, 
the ratio of deposits to bonds had increased to about 
1 to .61 or, stated the other way, deposits were 1.6 
times corporate bonds outstanding. 

The current ratio of deposits to outstanding cor- 
porate bonds indicates that unless there is some great 
change in the situation corporates may not, in coming 
years, be a major factor in the investment program 
of banks with time deposits. Time deposits and other 
investment funds—such as those of life insurance 
companies— are too large to find fulfilment of their in- 
vestment needs in corporate bonds. 

The situation might be changed by a drastic decline 
in time deposits or a great increase in outstanding cor- 
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porates. This latter event might result from the invest- 
ment demands of some great new industry, such as 
those of the railroads in the early 1900s or the utilities 
in the 1920s, or because of tax or economic changes. 
But under any normal conditions which can now be 
foreseen, any substantial change in the ratio of de- 
posits to corporate bonds outstanding is not likely. 

The scarcity of corporate bonds for investment of 
savings funds is further emphasized by the realization 
that many state laws restrict such investments, and 
factors of credit would influence selection of others. 

A comparison of the amount of savings in banks 
with the amount of corporate bonds outstanding is 
shown on the accompanying table and chart. Also 
shown is the amount of new corporate bonds which 
have been issued each year from 1919 to 1951, together 
with the average market yields on all outstar ling is 
sues, and the average yield on new issues which were 
offered during the year. 


The “Legal List” 


as a Factor 


ROGER F. MURRAY 


ANKERS and _invest- 
B ment portfolio mana- 

gers have a natural 
inclination to think of the 
body of material collected 
through the corporate bond 
study as a store of know- 
ledge for the long-range 
research of academicians. 
The imposing bulk of the 
data gives the impression 
that it represents solely 
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not the kind of factual evidence use- 
ful in our daily pursuits. 

That such an impression is errone- 
ous can be shown from the experi- 
ence of the Trust Investment Study 
Committee of the New York State 
Bankers Association when it was 
faced with the problem of preparing 
a revision in the legal list governing 
investments by fiduciaries. Early 
conversations with the supervisory 
authorities of the state indicated 
that no proposals for changes in the 
statute would receive favorable con- 
sideration unless they were thor- 
oughly and systematically docu- 
mented. There was no disposition 
to discard a highly restrictive legal 
list constructed primarily on the 
basis of statistical formulas unless 
the committee could show conclus- 
ively that the list no longer mct the 
requirements of the situation. 

Over a period of about three years, 
therefore, this committee worked 
with other groups in exploring and 
sampling the mine of information 
which was being developed by the 
corporate bond study. With the in- 
formation thus obtained, they were 
able to establish the fact that the 
legal list had been unduly restric- 
tive, containing, as it did, propor- 
tions of available corporate bonds 
ranging from only about 10 percent 
to around 23 percent at various 
times from 1916 to 1944. It was 
comparatively simple to demonstrate 
further that in spite of its restric- 
tiveness the legal list had not suc- 
ceeded in avoiding defaults and 
threats of default. Many high qual- 
ity issues were excluded and many 
bonds of inferior quality were ad- 
mitted to the list by the use of 
statistical formulas. One of the in- 
teresting exhibits used in the report 
showed a comparison of the distribu- 
tion by industry of bonds rated in 
the two highest grades by the rating 
agencies. The charts are reproduced 
at the right. 

This clear demonstration of the 
failure of the legal list approach to 
take into account the changing char- 
acter and quality of the corporate 
debt available for investment was 
one of the strongest points in the 
argument for revising and broaden- 
ing the range of investments per- 
mitted for legal investment by trus- 
tees. The collateral argument that 
preferred and common stocks of 
good quality deserve favorable con- 
sideration as alternative media of 
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investment was materially strengthened by this clear 
showing from the corporate bond study materials that 
restriction to bonds by statistical formula has many 
deficiencies and shortcomings. 

As a result of the report prepared by the Trust 
Investment Study Committee, under the chairmanship 
of Bascom H. Torrance, vice-president of the City Bank 
Farmers Trust Company, the recommendations of the 
New York State Bankers Association were adopted sub- 
stantially as submitted, i.e., to open up 35 percent of 
any legal trust to bonds, preferred stocks, and common 
stocks meeting a few simple requirements and conform- 
ing in general to the standards of the “prudent man” 
rule. Since the adoption of this revision in the New 
York statute in 1950, the beneficiaries of legal trusts 
and those administering such funds have greatly bene- 
fited from the greater flexibility of investment policy. 
The growth of legal common trust funds in New York 
since the change in the law is in itself substantial evi- 
dence of the progress which has been made. 

Thus, we have an illustration of how, in the orderly 
evolution of legislation for the handling of personal 
trusts and estates, basic research material such as that 
provided by the corporate bond study can be of imme- 
diate practical value. 


Life Insurance 
Holdings 


JAMES J. O’LEARY 


N recent years the valuation of securities has be- 
come an increasingly important problem for life 
insurance companies and no doubt for banks as 
well. Under present insurance company valuation rules 
bond investments deemed by the Insurance Commis- 
sioners’ Committee on Valuation of Securities to be 
“amply secured” are amortized for statement purposes, 
but other bonds and almost all stocks are appraised at 
December 31 market. Since the test of “amply se- 
cured” rests primarily on the ratings released by 
Moody’s, Standard and Poor’s, and Fitch’s investment 
services, it is obvious that a decline in the ratings, such 
as usually occurs in depressions, would cause large 
numbers of bonds to become subject to valuation at 
December 31 market prices. Apart from this, in excess 
of 50 percent of the corporate bonds held by the life 
companies are direct placements, for which there are 
neither ratings nor market values. These bonds are 
now amortized if they are deemed by the Commis- 
sioners’ Committee on Valuation of Securities to be 
roughly the equivalent of Baa quality or better. If 
these securities became ineligible for amortization, they 
would have to be valued individually for statement pur- 
poses by the National Association of Insurance Com- 
missioners—indeed a formidable task and grave re- 
sponsibility. 
Because of their large premium income and stable 
investment earnings the life insurance companies be- 
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lieve that no useful pur- 
pose is served by requiring 
them to value their asscts 
on a liquidation basis. he 
records show that even 
during the 1930-1932 de- 
pression, when cash policy 
loans and surrenders «g- 
gregated $3,500,000,000, 
the companies still had 
cash left over for invest- 
ment. In recent years the 
“cash flows” of the com- 
panies have been substan- 
tially augmented by the amortization of mortgages 
and the widespread use of sinking funds and serial 
maturities on bond investments. Insolvency due to a 
shortage of cash is less likely in a life insurance com- 
pany than in any other kind of financial institution. Yet 
the use of market valuation in the statements of the 
commercial bank assets was substantially reduced in 
1938, and was all but eliminated for savings banks 
in 1946. 

The life insurance companies are particularly con- 
cerned by the fact that the present system of valua- 
tion has required them to write off against surplus far 
more than the actual losses they have incurred on 
bonds. A questionnaire to some 52 companies, account- 
ing for more than 80 percent of the assets of all U. S. 
companies in 1948, showed that writedowns aggregat- 
ing $629,000,000 were required from 1929 through 1942, 
although actual losses amounted to only $167,000,000. 

In an effort to cope with this situation the insur- 
ance companies, with the knowledge of the regulatory 
authorities, have been studying the possibility of set- 
ting up reserves in large enough amounts to justify 
amortizing all bonds not in default. The effect of such 
a plan would be to stabilize asset values from year to 
year, and by the same token to stabilize surplus. For 
example, under the present valuation system, if a bond 
amounting to $1,000,000 becomes unamortizable and 
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the market price is 60, the insurance company must | 


write the bond down to $600,000 and debit its surplus 
by $400,000. But this bond may subsequently be re- 
stored to good standing and redeemed, in which event 
an unnecessary burden would have been placed on one 
generation of policyholders, while another generation 
would benefit unfairly. Under the reserve plan, the 
bond continues to be amortized until it falls into de- 
fault. Then market value is substituted for amortized 
value, and the resulting loss is charged to the valua- 
tion reserve. 


Light on Valuation Standards 

Certainly, the data from the companies’ own records 
are convincing evidence of the shortcomings of the 
present system, but they are not necessarily conclusive 
from a regulatory point of view. The commissioners 
naturally want to know what the experience of cor- 
porate bonds as a whole has been, for the bonds held 
by the companies are part of this whole, and neces- 
sarily must share to some extent in the over-all ex- 
perience. 

Thus, the materials developed by the corporate bond 
research project, under the direction of the National 
Bureau of Economic Research, have been of great 
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assistance to the companies and the 
Commissioners’ Committee on Val- 
uation of Securities both in analyz- 
ing the shortcomings of the present 
system of valuation and in devising Total 


Defaults 


Corporate Bond Research Project Writedown on All Corporate Bonds 
in Default and Below Rating 1928-1944 


(000,000 omitted) 


Below Rating Defaults and Below Rating 


a more suitable system. These data Port- 

cever the “corporate bond universe,” Per Par 
and they are particularly useful in 24,709 

the analysis of valuation standards 2 
because they show what has hap- pn 
pened to the bonds as such, without 19,963 
regard for gains and losses to dif- 

ferent holders resulting from the 

trading of securities. The table reproduced above was 
drawn up to show the declines in market values and 
consequent writedowns during the 1930s and early 
1940s on bonds in default and bonds rated too low to 
be amortized. Data are available only at 4-year in- 
tervals. 

The writedowns show the amounts that would have 
been required under the present valuation rules at in- 
tervals from 1928 to 1944, if the life insurance com- 
panies had owned all the corporate bonds. As the table 
indicates, these writedowns would have reached a peak 
of $5,100,000,000 in 1940, declining thereafter to $2,- 
287,000,000 in 1944. Percentagewise, they would have 
ranged from 2 percent of the par value of outstanding 
corporate bonds in 1928 to a peak of 22 percent in 
1940 and would have amounted to 11 percent in 1944. 
But obviously, no real losses were incurred during this 
period except on bonds which were sold or on bonds 
which failed to pay out according to contract. The 
companies knew that losses due to the sale of subrated 
and defaulted bonds were small. The question was: 
What real losses developed on defaulted and subrated 
bonds? 

To answer this question the facilities of the cor- 
porate bond research program were used to compute 
the 1944 market values of all the defaulted and sub- 
rated bonds in 1940, and to include in the computation 
the value of successor securities as well as all pay- 
ments received by bondholders on defaults from 1940 
to 1944. The amount of bonds in default and below 
rating reached a maximum—over $10,000,000,000—in 
1940, and it was felt that ultimate losses could most 
accurately be measured from this point. 

Adequate data for such a study were available on 
$3,525,000,000 of the $3,528,000,000 of bonds in default 
in 1940. In 1944 the market value of these bonds still 
outstanding, the value of successor securities, and pay- 
ments to holders of defaulted bonds subsequent to Jan- 
uary 1, 1940, amounted to $1,743,000,000, indicating an 
ultimate loss not exceeding $1,782,000,000.* 

The National Bureau of Economic Research made 
similar computations on the $6,655,000,000 of bonds 
rated too low to be amortized in 1940. These bonds 
were still paying full interest and meeting their other 
fundamental contractual requirements in 1940. The 
records show that $509,000,000 fell into default by 1944. 
But market value of these new. defaults plus the pay- 
ments made and value of successor securities totaled 
$422,000,000 in 1944. Most of the remainder of the 


*The corporate bond research project does not extend beyond 
January 1, 1944, but it is well known that further improvement 
in corporate earnings occurred in 1944 and 1945, and that much 
progress was made on curing railroad defaults during this period. 
Undoubtedly, substantial recoveries were made on defaulted bonds 
Subsequent to January 1, 1944. 
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$6,655,000,000 of bonds below rating in 1940 were up- 
graded as business conditions improved or were retired 
by maturity or call. 

Thus, the ultimate losses on the $6,655,000,000 of 
below-rating bonds outstanding in 1940 amounted to 
only $87,000,000, and the total losses on all outstand- 
ing corporate bonds during the deepest financial crisis 
in our history were less than $2,000,000,000. This is 
far short of the $5,100,000,000 writedown present rules 
would have required of the life companies in 1940 if 
they had been the holders of all the outstanding cor- 
porate bonds. 

After a careful study of their own experience, the 
companies concluded that an ultimate reserve equiva- 
lent to 1 percent of all bonds amortizable under present 
standards, plus 20 percent of all other bonds not in 
default, would be large enough to absorb any conceiv- 
able losses that might be incurred. The reserve would 
be accumulated at a rate of .05 percent annually in 
respect to securities now amortizable, and 1 percent 
annually on all other bonds not in default. During the 
period of accumulation, profits on the disposal of se- 
curities would be credited to the reserve, and only 50 
percent of the losses would be charged against the 
reserve. All bonds except bonds in default would then 
be carried at amortized values. 

The adequacy of the reserve proposals can be seen 
from the following comparison of the promised and 
realized yields on all corporate bonds issued and ex- 
tinguished from 1900 to 1944, shown in the table be- 
low. These data also are from the corporate bond 
research project. The difference between promised and 
realized yields is the average annual rate of loss in- 
curred over the life of the bonds, and thus indicates 
the annual reserve accumulation an average bond in- 
vestor would have been obliged to set aside from in- 
come to maintain his capital throughout this period. 


Promised Yields, Realized Yields, and Annual Loss 
Rate on All Corporate Bonds Issued and Extinguished, 
1900-1944 


Yield Yield Annual 
Promised Realized Loss Rate 


Rails 4.88 4.43 45 
Utilities 5.49 5.87 —.38 
Industrials 5.83 5.73 10 
Total 5.44 5.39 05 


The capital loss rate as indicated in the table was 
.05 percent per year. This is the same rate the com- 
panies proposed to accumulate in respect to securities 
amortizable on the basis of present valuation stand- 
ards. Since U. S. Governments are included in the se- 
curities now amortizable, it is obvious that the annual 
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accumulation proposed by the companies, further aug- 
mented as it would be by 1 percent of all other bonds 
not in default as well as by gains on securities, exceeds 
the amount the corporate bond records indicate is nec- 
essary. Furthermore, the bond portfolios of life com- 
panies are generally of much higher quality than the 
bond universe included in the National Bureau study. 
Thus, between 1940 and 1944 the proportion of bonds 
in default and below rating ranged from 44 to 37 per- 
cent. The life company portfolios show a maximum of 
9 percent, reached in 1942. 

It should be kept in mind that there is a limit be- 
yond which income cannot be reserved without hard- 
ship to policyholders. The companies have attempted 
to stay within these limits while at the same time pro- 
viding for reserves somewhat above the margins estab- 
lished by the available statistics. Stabilization based 
on reserve accumulations is strong in logic and strong 
in arithmetic. The conviction these proposals carry is 
due in considerable measure to the materials developed 
by the corporate bond research project. These mate- 
rials provide a statistical background without which 
the adequacy of the reserves probably could not be 
satisfactorily established. They have been indispensa- 
ble in the framing of the proposals. The National Bu- 
reau has generously offered the commissioners the use 
of the corporate bond data in their study and analysis 
of the new valuation plan. 


Size of 


Outstanding Issues 


CHARLES J. LYON 


age size of outstanding corporate bond issues since 

1900, and particularly since 1923, as revealed by 
the corporate bond study. For all industries combined, 
the average size of outstanding issues was $2,300,000 
in 1900, which increased slowly to $3,100,000 at the 
beginning of 1923. The upward movement then accel- 
erated, and the average rose to $8,500,000 by January 
1, 1944, more than two and one-half times in the 20- 
year period. 

Railroad bond issues increased at a uniform rate 
over this period from an average size of $3,000,000 in 
1900 to an average for all outstanding issues of $11,- 
700,000 in 1944. 

The average size of outstanding public utility issues 
was confined to less than $2,000,000 for the period from 
1900 to the 1920s. They increased rapidly thereafter, 
however, and stood at $8,100,000 by 1944. 

The increase in average size of issue of public utility 
bonds after the mid-1920s is attributable in part to 
consolidations of street railways and of gas and elec- 
tric companies into larger operating systems, and in 
part to the growing number of public utility holding 
companies. 
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r | HERE has been a pronounced increase in the aver- 


Relatively few industrial 
bonds were outstanding in 
the 1900 era, and what 
there were were dominated 
by a few large issues. The 
movement toward indus- 
trial combination was well 
under way by 1900, and 
early in the century large 
sums were borrowed 
through bond issues by 
the United States Steel 
Company, and by the 
American Tobacco com- 
bine. The average size of industrial issues did not rise 
appreciably until the late 1930s, when many issues 
were called and consolidated into larger refunding 
issues. 

It would appear that the principal factor underlying 
the rise in average size of issue was not only the re- 
sult of normal growth of industry, but an increase in 
size of individual corporations through consolidation 
with others. The effects of consolidation are most eas- 
ily traced in the railroad and utility fields. 

The average size of industrial issues rose sharply 
between 1900 and 1904 because of the formation of the 
large trusts, many of which were financed principally 
by bond issues. When the trusts were required to dis- 
solve, the large issues were exchanged for stocks and 
bonds of the operating companies, with the result that 
the average size of industrial issues declined by 50 per- 
cent between 1904 and 1912. 

The chart below shows the growth in the average 
size of corporate bond issues outstanding by major 
industry groups from 1900-1944. 

In more recent years corporations have leaned heav- 
ily on bond financing as a means of obtaining capital 
funds. This can be attributed in large measure to the 
rise in corporate tax rates and the fact that interest 
charges of corporations are deductible expenses, and 
the relatively low level of stock prices as compared 
with bonds. 

While the corporate bond project covered only the 
period to 1944 as to size of corporate bond issues, ref- 
erence to the record of new issues offered recently in- 
dicates that the size of outstanding corporate issues is 
continuously rising at the present time. 
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AVERAGE PAR AMOUNT OF STRAIGHT CORPORATE BOND ISSUES 
OUTSTANDING, BY MAJOR INDUSTRY GROUP, ANNUALLY, 1900 - 1944 
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The Business Indicator 


Barometer or Thermometer? 


EUGENE C. ZORN, JR. 


The author is secretary of the 
Research Council and director of 
research of the American Bankers 
Association. 


made about the article in the 

October issue of BANKING on 
“The Best Business and Financial 
Indicators” selected by five econo- 
mists for keeping informed on 
economic conditions and trends. 

The selection of 10 indicators re- 
quired much thought, and it is sig- 
nificant that despite the differences 
in major interest of the economists, 
there was a reasonably close agree- 
ment among them. 

But statistics are dangerous. The 
writer has never forgotten the 
words of his university statistics 
professor who warned against “us- 
ing statistics as a drunken man uses 
a lamp-post: for support rather than 
illumination.” Statistics not fully 
understood can produce unfortunate 
conclusions or decisions. 

This point cannot be stressed too 
strongly because the banker, busi- 
ress man, or analyst must ask: “For 
what reason am I using the indi- 
cators? Do I need a barometer or a 
thermometer ?” 

Today, with the peak of the de- 
fense program in sight for 1953, 
there are rumblings of a possi- 
ble business recession. The tangible 
evidence is confusing, but one fact 
stands out. The indicator most de- 
sired is not the thermometer or rain- 
gauge which describes today’s busi- 
ness weather; it is rather the 
barometer, which may give a reason- 
able prediction on what the weather 
will be after today. 

Too often the business analyst 
uses the thermometer when the 
barometer is the instrument upon 
which he should be keeping a weath- 
er eye. Many a ship has made port 
safely because a falling barometer 
has proved more appropriate for 
charting its course than a glance at 
a cloudless sky. 


observations can be 
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Another danger is using the indi- 
cator improperly. The analyst may 
recognize the need for the barom- 
eter, instead of the thermometer, 
but he must be sure of using it cor- 
rectly. He must know not only the 
present barometric reading, but also 
the direction of the trend, its magni- 
tude, rapidity of change, and its 
starting point. The interpretation 
of business statistics must be ap- 
proached along the same lines. 

Statistical indicators cannot be 
applied to economic analysis hur- 
riedly or without essential back- 
ground knowledge. The five econo- 
mists who contributed the October 
article suggested this point. Much 
of their work was directed not at 
individual indicators, but rather to- 
ward areas of analysis. 

For example, the Gross National 
Product series that was selected as 
one of the most significant indicators 
is really a composite analysis of the 
economy. The figures themselves are 
of little value until one begins to 
analyze such things as the effect 
of price trends upon them and the 
major elements of change in the 
more volatile components, partic- 
ularly those related to long-run 
economic development and business 
and individual expectations. 

Another example might be termed 
the “current flow of business.” The 
five economists singled out indica- 
tors that describe at least part of 
this flow—inventories, sales, new 
orders, and unfilled orders. Any one 
of these series has limited value for 
forecast purposes unless it is ap- 
praised in the light of the others. 
Again, analysis of barometric condi- 
tions and not a single barometer 
reading is essential to sound judg- 
ment. The businessman is less in- 
terested in the amount of inven- 
tories than in whether they are too 
high or too low. 

In the credit field, the references 
to the series on “commercial, indus- 
trial, and agricultural loans’ and 
“open market operations of the Fed- 
eral Reserve banks” point to areas 
of analysis, instead of mere statisti- 


cal indicators. In the field of prices, 
recognition is given to different 
kinds of markets. This also em- 
phasizes that an individual index is 
not an adequate criterion for judg- 
ment, but rather one must follow the 
structure of prices, the interrela- 
tions between them at different 
levels of economic activity, and how 
they are related to business expecta- 
tions. 

These observations suggest a five- 
step procedure that might be adopt- 
ed by the banker or analyst in the 
use of business and financial indi- 
cators: 

(1) Determine why you want to 
use the indicators. Do you want to 
describe the existing level of general 
business, individual industries, cred- 
it, prices and so forth? Or are you 
particularly concerned about the 
direction the economy will take? 

(2) Select the indicators which 
best fit the function you want them 
to perform. As suggested by one of 
the economists, you would use 
“foreshadowing statistics” if you 
want to throw light on the probable 
course of business ahead. Careful 
selection of such series is important 
because they can serve to point your 
analysis in the right direction, with- 
out scrutinizing statistical ‘dead- 
wood.” 

This means that you should select 
indicators which contain elements of 
business forecast and are affected 
by the judgment of others concern- 
ing the outlook. They would include 
such items as inventories and new 
erders as related to current sales 
and backlogs; sensitive commodity 
prices, particularly for future de- 
livery; new capital expenditures of 
business; common stock prices; ma- 
chine tool orders; and new con- 
struction. 

You should give most attention to 
sensitive indicators if your purpose 
is forecasting. Sluggish series that 
are not quick to respond to changes 
in business sentiment should be 
avoided. For example, if you are 
following price trends as a guide to 

(CONTINUED ON PAGE 130) 
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Wage and Salary Regulations 


As They Affect “Random Rate” Banks 


WILLIAM POWERS 


J ULY 29, 1952, was D-Day (Deliverance Day) for 
6,000 of the smaller banks. On that day the Eco- 
nomic Stabilization Administrator issued General 
Order 17 which exempts from wage and salary 
stabilization regulations all employers of eight or 
fewer persons, except those included in a list of 
nine categories of business. Two of these may in- 
clude banks to a limited extent: 


(1) All enterprises in the Territory of Alaska 
are excluded, so that any bank in the Territory 
would be denied the exemption. 

(2} New plants in which it is planned or reason- 
ably foreseeable that in excess of eight persons will 
be employed are excluded. 


A “new plant” is a plant, enterprise, or other 
employment unit which, on January 25, 1951, had 
not commenced the production of the materials or 
services for which it is established or converted. 
A few recently organized banks might be denied 
the exemption under this category. 

With these possible exceptions, the exemption 
applies generally to banks in which a total of eight 
or fewer persons are employed in all offices, 
branches or affiliates. 

Furthermore, Section 5 of General Order No. 17, 
headed “Fluctuating Work Staff,” provides that 
small business enterprises in which a total of eight 
or fewer persons is employed in all its establish- 
ments, branches, units or affiliates as of July 29, 


1952, shall be exempted from wage and salary 
stabilization until the total employment in such an 
enterprise exceeds 15 persons. 

Inactive officers must be included in determining 
the number of employees unless they are both in- 
active and not compensated. Bank directors as 
such are not considered employees even though 
they serve on committees created pursuant to law. 
by-laws, or the authority of the board of directors. 

Regular part-time employees are included, re- 
gardless of the number of hours worked. Tem- 
porary employees are not counted. In order to 
constitute “temporary” employment, it must be 
the clear intention of the bank and the employee 
at the time of hiring that the tenure of employ- 
ment is for a limited period of time only, and is 
not likely to become permanent. 


* * 


ALL BANKS WHICH CANNOT QUALIFY for the above 
exemption remain under the Wage and Salary 
Stabilization regulations. The boards have issued 
hundreds of regulations, resolutions, orders. and 
interpretations of which only a few are of major 
concern to banks. Since a large majority of these 
banks do not operate under established plans or 
rate ranges as defined by the Wage and Salary 
Stabilization boards, this article will discuss only 
those parts of the regulations of chief concern to 
so-called “random rate” banks. 


WAGE STABILIZATION BOARD REGULATIONS 


HE Wage Stabilization Board (WSB) has jurisdic- 
['sion over wages and salaries of bank people (cler- 

ical and maintenance) who are not exempt from 
the overtime provisions of the Wage-Hour Act. The 
Salary Stabilization Board (SSB) has jurisdiction over 
bank people (executive, administrative, and profes- 
sional) who are exempt from the overtime provisions. 
These two general classifications of staff members have 
existed for a dozen years under the Wage-Hour Act 
and bankers are quite familiar with the terms “non- 
exempt” and “exempt” used to designate them. 
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GWR 5—Individual increases 


Sections of this regulation set the procedure by 
which the random rate bank may—without prior ap- 
proval of the Wage Board—grant individual increases 
to employees for merit, length of service, and promo- 
tion. They also designate the salary levels at which 
new employees may be hired. 


Merit and length-of-service increases may be granted 
to nonexempt employees either on the basis of “past 
practice” or by a 6 percent formula. 
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Past Practice Option 


All of the nonexempt people in the bank may be 
considered as one group if that was the bank’s past 
practice in administering salaries. The average num- 
ber of people in that group throughout 1950 must be 
determined. Then there is selected the particular pay- 
period in 1950 when the actual number of people in 
the group and on the clerical and maintenance payroll 
was nearest the average. The dollar amount of that 
payroll indicates the weekly, semimonthly, or monthly 
earning rate of the group. The amount of overtime (if 
any) paid in the period is excluded from this computa- 
tion. 

Next must be listed all individual merit and length- 
of-service increases granted to group members in 1950 
—including increases given to employees who subse- 
auently left the bank’s employ, but excluding promotion 
increases and raises given to trainees, part-timers, and 
temporary employees. Regular part-time employees are 
treated as a separate group. 

The total of granted merit and length-of-service in- 
creases should be expressed in terms of its ratio to 
the selected weekly, semimonthly, or monthly payroll. 
For instance, suppose the average number in the group 
during 1950 was 10 and the clerical payroll for the 
first week in July (when exactly 10 people were on the 
payroll) was $500. 

Suppose also that during 1950 eight of the group 
members received merit or length-of-service increases 
ranging from $2 to $4 a week. The total of these in- 
creases (say $25 a week) divided by the group’s earn- 
ing rate of $500 a week would have the effect of 
raising the group’s straight-time earning rate by 5 
percent. This ratio or rate of increase is the so-called 
“past practice” of the bank in our example. 


6 Percent Option 


With a past practice rate of only 5 percent, the bank 
may choose the more liberal 6 percent option. If the 
bank’s own rate was 7 percent or more, it might choose 
to follow past practice and disregard the 6 percent 
option. 

In any case, the more liberal rate is applied to either 
the current year’s January 15 payroll for the group or 
(if the payroll has increased) the rate is applied to the 
average dollar figure of the group’s payrolls for the 
15th of each elapsed month of the current year. 


Raise Allowance 


The result of this computation—past practice or 
optional rate times January 15 or current payroll aver- 
age—is the gross limit of merit and length-of-service 
increases that a random rate bank may grant in the 
current year to nonexempt employees, without prior 
approval of the Wage Board. However, this “gross” 
must be reduced to a “net” for the remaining portion 
of the year. 

For instance, if the average payroll figure for a 10- 
employee group was $525 a week and the optional 6 
percent rate applied, the gross raise limit would be 
$31.50 a week. From this gross there must be deducted 
merit and length-of-service increases (if any) already 
granted in the current year. If such raises totaled $10 
a week, then $21.50 would be the net limit of further 
raises this year. 
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Raise Limitations 


The net allowance may be distributed as the bank 
sees fit, but with not more than a 10 percent raise to 
any employee (for the entire calendar year) and not 
more than a 5 percent raise to the highest paid person 
in the group. Also, naturally, not even a 10 percent 
raise can be given if this would result in a salary above 
that of the highest paid (5 percent) individual. 


Promotion Increases 


These increases are allowed, without prior approval of 
the Wage Board, but in every case the new salary must 
not be higher than the top salaries paid to others per- 
forming similar work. Also, if a raise is given after 
a 45-day period following an employee’s promotion it 
must be counted as a merit or length-of-service increase 
and not as a promotion raise. 


Hiring Rates 


New employees may not be hired (without prior ap- 
proval) at a rate higher than that paid others doing 
similar work. Trainees hired at rates under the lowest 
paid to employees doing similar work may be raised 
tc such rates at any time, without the raises being 
counted as merit or length-of-service increases. 


GWR 6—General Increases 


This regulation contains the “catch-up formula” and 
allows employers to grant (without prior approval) a 
general increase of up to 10 percent of a group’s Janu- 
ary 15, 1950, salary level. 

The raise must be restricted to an “appropriate em- 
ployee unit” which, in our random rate bank, would 
be the nonexempt group. 


Four Steps 


A four-step procedure must be followed in figuring 
the allowable amount. 

First, take the clerical group payroll for the payroll 
period ending on or after January 15, 1950. 

Second, divide that dollar figure by the number of 
people on the roll at that date. Result—average per 
capita pay which might be, for example, $50 a week. 

Third, figure 10 percent of the average pay which, in 
our example, would be $5 a week. 

From this amount must be deducted the per capita 
amount of any across-the-board increases in straight- 
time rate (if any) granted between January 15, 1950, 
and the present date. Also, there must be deducted the 
per capita dollar equivalent of any expansion in fringe 
benefits (vacations, holidays, and pension, health, and 
insurance benefits) that took place between January 
25, 1951, and August 23, 1951, unless the Board has 
given its approval to a petition to eliminate the amount 
deducted. 

Incidentally, across-the-board increases do not in- 
clude merit, length-of-service, and promotion raises. 
They are controlled by Regulation 5 and are apart from 
or in addition to the general increases controlled by 
Regulation 6. 

Fourth, multiply the resulting figure by the number 
of people now in the group. Result—if there were now 
12 people and there were no general increases to be 
deducted in step three—a total of $60 a week. This is 

(CONTINUED ON PAGE 111) 
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Gen. Eisenhower has addressed Congress in the past (above as a victorious Army commander in June 


WORLD 


1945), but his next appearance before that body will be of even greater historic importance 


Aftermath of the Balloting 


the ballot has changed sharp- 

ly the outlook for several as- 
pects of governmental relations with 
the banking business. 

Different men will be in charge of 
legislation of vital interest to bank- 
ing, unless deaths among members- 
elect change the balance of power 
between the parties. For the most 
part these men are conservative. 

Representative Jesse P. Wolcott 
(R., Mich.), a veteran legislator, 
will succeed the venerable Repre- 
sentative Brent Spence (D., Ky.), 
as chairman of the House Banking 
and Currency Committee. Mr. Wol- 
cott, chairman during the 80th Con- 
gress, is distinctly hostile to direct 
controls. He has usually opposed 
the price controls and so-called 
“wage controls.” The Michigander 
has been hostile to rent control. He 
fought public housing to the last. 
Wolcott was an advocate of reliance 
upon traditional Federal Reserve 
policy long before Marriner S. 
Eccles abandoned his ardent advo- 
cacy of low interest rates and pre- 


\ MERICA’S peaceful revolution of 
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LAWRENCE STAFFORD 


cipitated the late quarrel—now se- 
curely ended—between the Treasury 
and the Federal Reserve Board. 

Senator Homer Capehart (R., 
Ind.) becomes chairman of the Sen- 
ate Banking Committee. Observers 
would rate Mr. Capehart as pre- 
dominantly conservative. He also 
dislikes the direct controls. 

Hence the change in control of 
the House which the voters brought 
about would seem to all but secure 
the prospect for the final termina- 
tion of any legal power to revive 
Regulations W or X. Rent control 
aiso very likely will come to an end. 
It would appear that only war could 
revive any possibility that these di- 
rect controls might come back into 
the picture. 

Control over bank service charges 
was assumed as a part of the price 
control power. So restrictions on 
these service charges also will come 
to an end, in all likelihood, on April 
30 when price controls expire. 

Incidentally, the Washington of- 
fice of the American Bankers Asso- 
ciation has obtained from the Office 


of Price Control assurances that an 
amendment requiring posting of 
service charges does not apply to 
banks. Hence banks need not post 
publicly their service charges. 

With the control of the House and ° 
Senate by Republicans, the ratio of 
conservatives to “liberals” will be 
increased on both committees. A 
number of individual changes in 
committee membership are them- 
selves of some significance to the 
banking industry. 

Senators Blair Moody (D., Mich.) 
and William Benton (D., Conn.) 
were defeated. These were two out- 
standing ‘liberals’ on the Senate 
Banking Committee. On the other 
hand, Representative Albert M. Cole 
(R., Kans.), one of the more solidly 
hitched conservatives of the House 
Committee, was defeated for reelec- 
tion. 

Senator Wallace F. Bennett (R., 
Utah), a former president of the 
National Association of Manufac- 
turers, will probably become a mem- 
ber of the Senate Banking Commit- 
tee. Mr. Bennett is an advocate of 
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a bill to abolish the Postal Savings 
System, although the Senate Post 
Office Committee has jurisdiction 
over this subject. 


"Planning" Jeopardized 


One effect of the switches in con- 
gressional membership may be to 
jeopardize further the arrangements 
for “economic planning.” Under the 
Employment Act of 1946 Congress 
created only one substantive thing. 
It set up the President’s Council of 
Economic Advisers, and President 
Truman came to rely upon the CEA 
as his chief source of economic ad- 
vice, although perhaps the Federal 
Reserve Board, the Treasury. and 
the Commerce departments are as 
well equipped as the CEA to give 
the White House economic guidance. 


The President-elect 
(center) with Joseph 
M. Dodge (left) and 
Senator Lodge, the 
first representatives 
he named for liasion 
duty in Washington. 
Former A.B.A. Presi- 
dent Dodge immedi- 
ately met with mem- 
bers of the Bureau 
of the Budget 


Congress has been showing some 
signs of dislike of the CEA and the 
concept of governmental economic 
planning which has grown out of 
CEA. 


WIDE WORLD 
Hence in its 1952 session Con- 
gress appropriated sufficient funds 
to keep the Council going only until 
April 30. 
(CONTINUED ON PAGE 126) 


British Favor Gold Price Hike 


LL indications are that in the 
next high-level Anglo-Amer- 
ican economic and political talks 
the British will urge us to agree to 
an all-around hike in the price of 
gold. If so, they won’t carry their 
point; not yet, at any rate. Varied 
and ingenious are the arguments 
urged by advocates of a higher 
price. How sincerely they are ad- 
vanced it is for the reader to judge. 
When the arguments are well sifted 
and washed, one shining nugget of 
fact survives the process: British 
investors are important sharehold- 
ers in the gold mines of Africa, 
Australia and elsewhere. Their 
monetary theories therefore are 
subject to the same sort of ques- 
tion which attaches to the silver 
views of some of our own Rocky 
Mountain Senators. 


W war the British mean when 
they talk about a higher price of 
gold is a higher American official 
price. If Congress were to enact a 
substantial increase from the pres- 
ent $35 level unilaterally, it would 
be cheerful news to the City of 
London. That would mean more 
income to the gold-producing ster- 
ling area and to the shareholders 
of the mines. A higher American 
gold price would be another name 
for devaluation of the dollar. Dol- 
lars would be easier for the sterling 
area to get. Obviously, that end 
would not be achieved by devalua- 
tion of sterling alone. The area’s 
gold mines would be able thereby 
to get more sterling income, but the 
sterling area would not get appreci- 
ably more dollar income. Since a 
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HERBERT BRATTER 


unilateral devaluation of the dollar 
cannot now be envisaged, the Brit- 
ish have been urging an all-around 
devaluation of currencies simultane- 
ously; i.e., an all around increase 
in the official price of gold here and 
elsewhere. 


Barnss thinking on gold is guided 
by influential financial publications 
and writers. In some cases publica- 
tion shares and gold-mining shares 
are owned by the same person. This 


may unconsciously, if not con- 
sciously, influence what is thought 
and written on the price of gold. 
Once started on their way, the 
views find acceptance and repeti- 
tion elsewhre. Thus from various 
British circles we have been hear- 
ing that the inadequacy of world 
monetary reserves can be overcome 
by increasing the U. S. price of 
gold, “about the only price that has 
not gone up since the 1930s.” 
Among those in Britain who have 
taken this position are not only con- 
servatives like Lord Layton and 
others close to Churchill, but such 
a leading Laborite as Hugh Gait- 
skell, former Chancellor of the Ex- 
chequer; and a variety of influen- 
tial publications, among them The 
Economist, The Financial Times, 
The Daily Mail, and others. The 
chairman of the gold-producing 
Union Corporation is also chairman 
of the Fnancial Times, which in 
turn owns a half interest in The 
Economist. 

While it is not inconceivable that 
the American people may sometime 
again turn to dollar devaluation to 
counteract depression—despite the 


failure of the 1933 depreciation to 
achieve the promised results—at 
this writing there is evident in this 
country no receptivity to the gold- 
producers’ suggestions. In Wash- 
ington, raising the price of gold is 
not regarded as a wise way of help- 
ing countries with inadequate re- 
serves; for countries most in need 
of more reserves may neither be 
gold producers nor the possessors 
of enough reserves to make the de- 
valuation profit worth while. Un- 
like the gentle rain from heaven, it 
would not bless all alike. 


Ricutty or wrongly, an increase 
in the U. S. price of gold would be 
regarded as an inflationary step 
and, therefore, something to be 
avoided. If there was any justifica- 
tion in 1933 for increasing the price 
of gold to counteract the falling 
general price level, logic today 
would point to lowering the price 
of gold to counteract inflated com- 
modity prices. The gold miners ap- 
pear to hold that the official price 
of gold should be raised in times 
of depression as a monetary meas- 
ure and in times of inflation to help 
the mines meet rising costs. 

Gold mining companies cannot 
be blamed if they look upon their 
product as a commodity to be sold 
for the best price. But if the mone- 
tary use of gold as a measure of 
value makes any sense, with the 
currency unit defined in terms of 
gold, by that very token it makes 
no sense to redefine the monetary 
unit—change the official price of 
gold—for the convenience or profit 
of the mining industry. 


| 
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METHODS and IDEAS 


NABAC Convention Reviews Auditing, Accounting, Controls, Costs . . . 


Advertising . . . Public and Staff Relations 


The 28th annual convention of the 
National Association of Bank Audi- 
tors and Comptrollers, held in Mil- 
waukee, provided a three-day pro- 
gram on practical bank problems. 
Some of the discussions have been 
condensed for Methods and Ideas 
this month. 


Basic Internal Controls 


~~ the auditor is empowered to 
maintain the controls and is the 
one to do the checking, he should 
have no authority whatever to make 
any disbursements or to originate 
or approve entries. This is the most 
important basic internal control. The 
majority of bank defalcations could 
have been prevented if the opportun- 
ity had been taken away by ade- 
quate internal controls. 

The most effective basic internal 
centrols are automatic and the least 
expensive. Whether the bank is 
large or small, with or without an 
auditor, these automatic controls are 
indispensable: rotation, vacation, 
cual controls, direct verification. 

The rotation program in one $2,- 
500,000 bank accomplishes the dual 
purpose of training the employees 
and of auditing. At least once a 
month the employees are trans- 
ferred from one job to another. They 
do not know in advance what duties 
they will perform. Once a month 
the cashier or managing officer veri- 
fies all cash on hand and at least 
quarterly they list and balance the 
individual and savings ledgers, re- 
check reconcilements or correspon- 
dents, and balance official checks 
outstanding. In return, the other 
employees under the direction of the 
teller for the month are responsible 
for listing the note case, liability 
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ledger, verifying the bond portfolio, 
reconcilements, and checking inter- 
est on loans and investments. Ex- 
penses are reviewed and approved 
by both officers. The morale in this 
bank is very high. There is no in- 
terruption of work, and the major 
needs of the dual program are ac- 
complished without additional ex- 
pense or confusion. 

All officers and employees should 
be required to take two weeks of 
uninterrupted vacation. Bookkeep- 
ers especially should take their vaca- 
tions to include the end of the 
month. 


The control of collateral, bank- 
owned securities, reserve cash, dor- 
mant accounts and signature cards 
for dormant accounts can be accom- 
plished by placing them under the 
dual control of two persons. 

The only proof we can have that 
all the notes are authentic and that 
the balances on deposit are correct 
is through direct verification with 
the borrower and the customer.—A. 
&. CHAVES, cashier and comptroller, 
Live Stock National Bank, Omaha. 


Why Bank Costs? 


GOOD cost system carries with 
it the ability to revise rates or 
charges with the proper facts before 
us; reduce expenses on a realistic 
basis; quote rates for unusual trans- 
actions or new types of business; 
place the emphasis on quality rather 
than on quantity in advertising and 
business development. 
Allocating expenses gives a means 
of appraisal and comparison for each 
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function, department, or operating 
area. The item counts necessary for 
complete costing are the production 
records of the bank. Service charges 
should be based on facts. Desirable 
and undesirable types of business 
will show up as a result of costing. 
Proper fees may be set for a new or 
unusual transaction. Complete cost- 
ing gives a usable guide to operating 
efficiency. A flexible budget may be 
set up for major operating depart- 
ments.—R. J. SCHUMANN, assistant 
vice-president, Harris Trust & Sav- 
ings Bank, Chicago. 


The Part Time Auditor 


UR country bank has deposits of 
approximately $7,000,000. We 
have 15 employees and do not feel 
able to justify the expense of engag- 
ing a full-time internal auditor, nor 
do we find it practical to engage in’ 
a division of duties permitting the 
exercise of desired internal controls. 
Our part-time auditing is being 
done by a large national firm of 
CPA’s which has a division whose 
primary responsibility is bank audit- 
ing and systems work. 

In reviewing the benefits we 
gained from examinations by regu- 
latory bodies we found that we 
received good appraisals of the 
assets of the bank and assurance 
that there had been no violations of 
the banking law. It appeared, there- 
fore, that we should avail ourselves 
of the benefits gained by such 
regulatory examinations, and we re- 
duced the scope of our external 
audit requirements to that extent. 
Further, we separated the remain- 
ing area of desired audit coverage 
into self-contained units which 
would be done over a period of years 
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instead of all at one time. For 
example, during the past two years 
our auditors have covered loans and 
discounts, time deposits, cash and 
securities, income and expense ac- 
counts. 

Here is a brief review of the audit 
program followed by our auditors 
with respect to loans. Their visit is 
always made on a surprise basis. 
They assume immediate control of 
the liability ledgers, notes and col- 
lateral. The liability ledgers are 
footed and balanced to the general 
ledger control accounts. The bal- 
ances in the control accounts are 
ascertained to be an integral part of 
a general balanced ledger. The notes 
are then examined and checked to 
each outstanding obligation appear- 
ing in the liability ledger. The exist- 
ence of authorization for all loans is 
established. Collateral is checked to 
our collateral record. Request for 
positive confirmation is then sent to 
each loan customer. These requests 
are mailed by our auditors in envel- 
opes bearing their return address, 
and the enclosed envelopes for re- 
plies bear their address. 

Our auditors prepare a _ report 
which they deliver to our directors. 
They recite the scope of their work 
and record their conclusions. They 
include a tabulation of their con- 
firmation results, and prepare as an 
appendix various schedules setting 
forth information which should be 
of interest to the directors. 

Our audit fee for 1951 was ap- 
proximately 1 percent of our total 
expenses, slightly less than 2 per- 
cent of our total salaries. Based on 
present salary rates, we believe that 
if we were to employ an internal 
auditor, our audit cost would ap- 
proximate 9 percent of our total 
salaries—GLEN C. SIMPSON, presi- 
dent, State Bank of St. Charles, 
lilinois. 


General Ledger Accounting 


Proree general ledger accounting 
would apparently mean the use 


of better and more informative 
methods of accounting: (1) By set- 
ting up the general ledger accounts 
with account headings that cover all 
phases of the bank’s activity, parel- 
leling as nearly as possible the forms 
required by supervisory authority, 
with the accounts arranged and 
grouped so as to furnish manage- 
ment with a-clear, complete picture 
of the bank’s affairs; (2) through 
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NABAC NEW OFFICERS 
George Ehrhardt, assistant vice-president, The Hanover Bank, New York, 
new president of NABAC, fourth from left, receives the gavel from Immediate 
Past President Clarence H. Lichtfeldt, comptroller, First Wisconsin National 
Bank, Milwaukee, as other executives watch. Left to right: Executive Secre- 
tary Darrell R. Cochard; the new second vice-president, Robert H. Shepler, 
vice-president and cashier, Denver National Bank; first vice-president, Ira C. 
Chaney, auditor, Crocker First National Bank, San Francisco; secretary, 
Robert F. Goodwin, comptroller, Wachovia Bank and Trust Co., Winston- 
Salem, N. C.; and treasurer, Edward F. James, comptroller, Fidelity-Phila- 


delphia Trust Co., Philadelphia 


the use of a posting medium that 
lends itself easily to audit, is prop- 
erly titled, adequately describes the 
transaction, gives the contra entry, 
and is a complete permanent account- 
ing record.—DAviD COOKE, auditor, 
First National Bank, Salt Lake City. 


Operations 


ARRY E. MERTZ, 
NABAC’S 


secretary to 
technical commis- 


sions, pointed out that many banks 
use antiquated methods and em- 
phasized that good operating sys- 
tems were essential. He advocated 
that every operation be reviewed at 
least once a year, and asked these 
questions: 

Are the systems and procedures 
adequate and easily expansible? Is 
modern equipment used in all phases 
of operations? (“No salesman 

(CONTINUED ON PAGE 117) 


During recesses the NABACers talked shop and inspected the bank equipment 
exhibits 
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Public 


Relations 


Aweigh! 
JOHN L. COOLEY 


flight deck of the carrier Valley 

Forge, whirred across a few 
acres of San Diego Bay, and settled 
on the flattop Philippine Sea. From 
the cockpit crawled two male fig- 
ures, each surrounded by a Mae 
West, which is something to wear, 
not look at. 

The Valley’s bull horn bellowed. 
“Now hear this,” said a voice from 
the steel depths. “Mr. Jim Chelsted, 
retiring president of the Financial 
Public Relations Association, whose 
convention is currently based at 
Coronado, California, and Mr. Pres 
Reed, executive vice-president, have 
arrived safely on the Philippine Sea. 
The helicopter will now take the 
new president, Mr. Bill Hall, and the 
new first vice-president, Mr. Lee 
Matthews, to the Valley Forge. That 
is all.” 


Ts helicopter hopped from the 


Convention headliners: Left to right, Dr. A. C. Van Dusen, 


NEW OFFICERS—Left to right, First Vice-president L. L. Matthews, presi- 

dent, American Trust Company, South Bend, Ind.; President William B. Hall, 

vice-president, The Detroit Bank; Third vice-president Carl A. Bimson, ex- 

ecutive vice-president, Valley National Bank, Phoenix, Ariz.; and Second 

vice-president Rod MacLean, assistant vice-president, Union Bank & Trust 

Company, Los Angeles. Treasurer Harold W. Lewis, vice-president, The First 
National Bank of Chicago, missed the picture 


But it wasn’t quite all. Six hun- 
dred FPRAers, temporarily sta- 
tioned on the two carriers, cheered 
as sundry captains, commanders and 
other braid-burdened seafarers, re- 
enforced by a squad of marines and 
a grinning vice-admiral, extracted 
Jim and Pres from the life-preserv- 
ing Maes and encased Bill and Lee 
for the return trip. Thus for the 
first time the FPRA (or maybe any 


Lee Matthews and 


other civilian organization) changed 
its guard by ‘copter. 

It was certainly a shipshape idea, 
and a highly professional climax to 
the convention’s Navy Day, for 
which the officers and men of the 
San Diego Naval Air Station and 
the U. S. Naval Amphibious Base 
had been preparing since midsum- 
mer. Is it possible that in the back 
of their minds lurked the thought 


Bill Hall on the Valley Forge, carrying. 


instructor at the School of Human Relations; Preston E. 

Reed, FPRA executive vice-president; Program Chairman 

Bimson; George W. Sears, vice-president, The First National 

Trust & Savings Bank, San Diego, and general chairman 
of the convention executive committee 


their Mae West jackets after the ’copter trip from the Val- 

ley’s sister carrier, Philippine Sea. With them is Vice Ad- 

miral Ingolf N. Kiland, U.S. Naval Amphibious Base, 

Coronado, which cooperated with the San Diego Naval Air 
Station in showing the FPRAers the Navy 


U. 8. NAVY OFFICIAL PHOTO 
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that a practical demonstration of 
public relations might not be out of 
place at a meeting of P.R. folks? 

Whatever the motive, the show 
was a corker. The day’s hosts, Vice 
Admirals Harold Martin, command- 
ing the Station, and Ingolf N. Kil- 
and, boss of the Base, had a pro- 
gram that reenforced everybody’s 
friendship for the Navy. The dele- 
gates had lunch aboard the flattops, 
inspected equipment and planes, and 
then rode down the bay on six 
rocket-launching ships—veterans of 
Korean waters—for a look at the 
Fleet. One interested spectator and 
voyager was Everett D. Reese of 
Newark, Ohio, the convention’s key- 
note speaker. Less than a month 
before Mr. Reese had been inducted 
into the vice-presidency of the 
American Bankers Association — 
without benefit of either helicopter 
or Mae West. 

After President Hall and Vice- 
president Matthews had been depos- 
ited on the Valley Forge, the beam- 
ing Pres Reed remarked: “Join the 
FPRA and see the Navy.” Where- 
upon Lieutenant Commander Joe 
Rowland, who’s a smart P.R. man 
himself, observed quietly (and we 
quote): “Join the Navy and see the 
FPRA.” Your correspondent won- 
dered who was recruiting whom; 
but it was a neat exchange, anyway. 


Tus was the FPRA off duty; the 
remainder of the four-day working 
conference found the delegates at 
their own battle stations in the Ho- 


tel del Coronado: departmental 
meetings, question and answer clin- 
ics, the School of Human Relations 
—a coverage that made the conven- 
tion what the program aptly termed 
“a graduate college.’”’ The studies, 
as usual, had the highly practical 
purpose of meeting the challenge of 
today’s latent bank market. This 
was crisply outlined by Program 
Chairman Carl A. Bimson, executive 
vice-president of the Valley Na- 
tional Bank, Phoenix, Arizona, and 
FPRA’s new third vice-president, 
who emphasized the importance of 
the population changes in the U.S.A. 
during the last decade. 

“How well we are to meet the 
challenge of greater market poten- 
tials and rising costs,” said Mr. 
Bimson, “will depend to a great ex- 
tent upon how good a job we do in 
our employee training programs, in 
our customer relations, staff rela- 
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tions, the expenditure of our adver- 
tising dollars, and how effective we 
are in the use of our promotional 
programs in the selling of our ser- 
vices.” 

The convention provided oppor- 
tunities to discuss these and many 
other questions, and to get answers 
from association members who had 
solved them. Every delegate—again 
as usual—took home a pocketful of 
ideas and a resolve to come back 
for more next year. (It’s Detroit, 
President Hall’s home town, in 
1953.) 


So, looking back at Coronado, you 
see it isn’t only the Navy doings, or 
the trip to the jai alai games at Tia- 
juana with the Los Angeles Clear- 
ing House as host, or the Southern 
California environment and hospi- 
tality, that stand out in your mem- 
ory. Not by a long shot. You re- 
member Jim Chelsted’s presidential 
address, “Are We Selling Banking 
Short?”’; Mr. Reese’s talk, “Selling 
the Bank to the Public”; the four 
lectures by Dr. A. C. Van Dusen at 
the school sessions; Dr. Adam S. 
Bennion’s remarks at the business 
meeting; the banquet speech by 
movie star Ronald Reagan, president 
of the Screen Actors Guild. And 
also, of course, the hundred and one 
ideas you picked up at the special- 


President Chelsted opens the Convention 


ized meetings or in conversations 
with fellow delegates. 

President Jim made a plea for 
strong, effective, well-planned bank 
advertising and public relations. Re- 
calling that 14,600 banks were 
spending only $48,000,000 for this 
purpose in 1952, he said it was prob- 
ably fair to estimate that about 25 
percent of the banks were doing a 
good advertising job and perhaps 5 
percent a good sales job. “It would 

(CONTINUED ON PAGE 108) 


A.B.A. Vice-president Everett D, Reese and Mrs. Reese having lunch on the 
flight deck of the Valley Forge. At the mike Vice Admiral Kiland is welcom- 
ing the FPRAers 
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GOVERNMENT 
BONDS 


MURRAY OLYPHANT 
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What Happens to Bank Earnings If Loans Decline? 


UBLICATION of the earnings of the member banks 
P: the Federal Reserve System for the first six 

months of 1952 emphasizes the extent to which 
the improvement in such earnings has resulted from 
and is dependent upon the income from loans, and 
raises the question as to the course of earnings should 
the demand for loans taper off. Of the six months’ 
earnings from investments of $1,641,000,000, over 66 
percent came from the loan portfolio. Government se- 
curities threw off 27 percent and other investments 7 
percent. For the first half of 1949 these percentages 
were about 58 percent, 36 percent and 6 percent, re- 
spectively. In three years loans have risen about 
$7,500,000,000, Governments have declined nearly $5,- 
750,000,000, while other investments have risen slightly 
less than $1,500,000,000. Only the rise in short-term 
rates has made it possible to obtain as much as re- 
ported from the lesser amount of Governments. 

The composite figures for the six-month period indi- 
cate that as a “percentage of earnings to related 
assets” and before taxes the earnings on loans were 
4.44 percent, the interest on Government securities was 
1.72 percent, and, the interest on other securities was 
2.01 percent. 

On the assumption that the rise in loans is reaching 
a peak and may be followed by a period of decline the 
threat to earnings is clear. It is possible that a con- 
scious or subconscious realization of this possibility 
has motivated some of the portfolio adjustments which 
took place recently, the point being to buy the income 
available now for the longer terms and not wait until 
declining loans have resulted in lower interest rates 
and higher prices for Government bonds. 


Supply of "Eligible" Issues Increase 

This year the supply of longer-term Government 
tonds which commercial banks can buy has already been 
increased about $7,500,000,000 by the eligibility of the 
2, percent bonds 6/15/62/59 and the 214 percent 
bonds 6/15/67/62, and before the year ends will 
be further enlarged when the $6,300,000,000 of 214 
percent bonds 12/15/68/63 and 214 percent bonds 
12/15/62/59 become eligible in December. It will be 
interesting to see to what extent the commercial banks 
take advantage of the current opportunity to buy these 
issues while they are still available at discounts below 
100. They did buy the 214s 6/15/62/59 and the 214s 
G/15/67/€2 when they became eligible, as the Treasury 
Survey of Ownership shows that between April 30 and 
July 31 almost $400,000,000 of the 214s and about 
$425,000,000 of the 2144s were added to commercial 
bank holdings in that period. When the report as of 
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October 31 becomes available, it is very probable that 
further sizable additions will be shown. 


Is the Floating Debt a Threat? 


Every so often in making guesses as to future Trea- 
sury financing, either for refunding maturities or ob- 
taining new cash, financial writers comment on the 
large amount of early maturities together with the 
very substantial total of nonmarketable issues payable 
on the demand of the holder. They draw the conclusion 
that “funding the floating debt” should be attempted 
just as soon as possible, and seem to regard the $40- 
to $50-billion of yearly maturities as a constant“threat” 
to the Treasury operations. Let’s take a look at the 
current setup. 

As of September 30, 1952, the gross debt was $263- 
billion. Of this amount approximately $53-billion had 
maturities within one year—roughly 20 percent of the 
total. This was made up of $17,207,000,000 bills, $27,- 
763,000,000 certificates, and nearly $8-billion 2 percent 
bonds due 9/15/53. If there is no material change in 
the total of bills and certificates then 1954 will show 
maturities of close to $64-billion because of the ma- 
turity in that year of the two large 2 percent issues 
and the 134 percent notes. This might be about 24 
percent of the total if by then there has been an in- 
crease in the debt to $270-billion or a little less. From 
then on the yearly total of necessitous refunding should 
decline somewhat. So let’s say that the floating debt 
is somewhere between 20 percent and 25 percent of the 
gross debt. Is that too much? 


Who Owns the Early Maturities? 


One of the basic policies of the Treasury in its financ- 
ing has been to fit its offerings to the needs of the 
various classes of investors, so who is it that owns all 
these early maturing issues? As of September 30 the 
owners were about as follows: 

% owned 
Total By By Gov't All 


Outstanding & Fed. Res. — Others 
Bills $17-billion 14° less than 2% 63% 
Certificates  $28-billion 42% 


The 2 percent bonds maturing in 1953 and 1954 are 
very largely held by commercial banks. The “all other” 
category does not include savings banks and insurance 
companies, whose holdings are inconsiderable. Doesn't 
it look as if there was a real need for a very large total 
of early maturities by “all others’—now chiefly cor- 
porations? Then again, there are the Federal Reserve 
banks whose portfolios should logically be chiefly con- 
fined to short-term issues. Furthermore, at all times 
the commercial banks require so-called secondary re- 
serves, most of which need to be the early maturing 
Government obligations. What there is now outstand- 
ing seems to be required. Why reduce it? The mere 
fact that the issues mature gives the holders the cash 
to take something else. None, or almost none, of the 
present holders would take longer term obligations— 
not under present conditions which may continue for 
several years, so where is the “threat” to the Treasury? 

When the time is ripe to put out a long-term Trea- 
sury bond it will be done because (1) investment funds 
are available to buy them, and (2) it can be done at a 
rate advantageous to the Treasury, not because there 
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is any “threat” that the Treasury would have difficulty 
ir taking care of its requirements, except at an ex- 
horbitant cost. That possibility passed when the Fed- 
eral Reserve System reached maturity. 

But the advocates of “funding” the short-term debt 
seem to shudder at the total of about $64-billion of 
Treasury savings notes and Savings Bonds, all payable 
on demand of the holders. “What,” they say, “would 
the Treasury do if a sudden demand for payment were 
to be made?” To which the reply should be, “Just what 
conditions are going to result in any such demand?” 
True, the Savings Bonds have maturities. The E bonds 
are already maturing and being extended by many of 
the holders at more favorable rates. Similar treatment 
can be expected if required in the future. 

There may be an offering of long-term bonds before 
the end of 1953, but it will not be because the present 
amount of short-term debt constitutes any “threat.” 


An Anomalous Market 

October witnessed a rather singular development in 
the market for Government securities. Prices rose 
although there were really no changes in the factors 
that were supposed to control or at least forecast the 
interest rate. That is: 

(1) Bank loans continued to rise; less than sea- 
sonally, more than seasonally, or just plain seasonally, 
depending on whose charts were used and for what 
periods. Anyhow there was no increase in the ability 
of banks to buy investments. They remained “loaned 
up.” 

(2) The floating supply of money, whose barometer 
is the cost of “Federal funds,” remained close to or at 
the ceiling of 1-11/16 percent. In order to maintain the 
amount of reserves required in the Federal Reserve 
banks, the member banks found it necessary to be 
pretty regular visitors to the discount window at the 
“Fed” so that reported excess reserves were consis- 
tently much less than, and some times less than half 
of, the total of loans, discounts and advances. 

(3) To add to the difficulty, the Treasury obtained 
$2,500,000,000 new cash by selling that amount of tax 
anticipation bills which, because of the privilege of 
paying for them by credit to the X accounts in qualified 
depositary institutions, were largely taken by commer- 
cial banks. This increased deposits and the amount of 
required reserves. 

(4) Furthermore, there was no real decline in the 
supply of new municipal and corporate obligations and 
very little let-up in new mortgage commitments. 

Under the circumstances, sales of Government issues 
tc provide cash needs might have been expected to have 
exceeded demand with a dampening effect on the price 
structure, but prices went up. 


Better Sentiment 

Just why is hard to say, but last month we sug- 
gested that “once sentiment becomes more optimistic 
the lack of supply of Government bonds will become 
more evident,” and early in October some market letters 
took a more confident tone. The current breed of sooth- 
sayers known as economists continued to suggest that 
the tremendous volume of production was reaching a 
peak, although they were very cautious as to the timing 
or extent of any recession. With more agreement the 

(CONTINUED ON PAGE 102) 
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Investment Markets 
H. EUGENE DICKHUTH 


OME $1.5-billion state and local bonds were ap- 

proved by voters in 16 states last election day. 
Most of them are slated for financing public improve- 
ments such as schools. 

Highway flotations were involved on the ballots of 
11 states. Nine of them approved more money for 
their roads. Alabama, Arizona, and Georgia opposed 
diversion of highway funds to other purposes. 

A proposed veterans’ issue for $125,000,000 in favor 
of Oklahoma GIs was turned down, three to one. 

All told, the crop of new bond issue authorizations 
represents a substantial addition of obligations which 
will reach the investment markets eventually. Most of 
the underlying projects will absorb a substantial vol- 
ume of materials and man-hours of work. 

This should be a fairly important factor, both psycho- 
logically and actually, at a time when everyone expects 
defense spending to level off and no one quite knows 
whether state, local, and private orders will replace 
the Federal prop. 

In both the pre- and post-election weeks, the invest- 
ment markets’ activity was emotional to an appreci- 
able extent. 

A good many stock and bond houses said flatly a 
Democratic victory would mean higher securities’ 
prices because of the inflationary implications, while 
the election of General Eisenhower would be inter- 
preted as tending in the opposite direction, at least 
mildly so. 

After announcement of the GOP landslide, the 
“morning-after” stock market turned in a volume of 
more than 2,000,000 shares. This was the largest turn- 
over for any session in more than one year. The per- 
formance was matched by equally favorable reaction 
from European markets. 

Price increases were followed by profit-taking by 
those who had guessed right. There was little over-all 
change in the various averages. 

The most significant development would seem to be 
that financial and business leaders appear to have new 
confidence in what they believe will be a fresh, whole- 
some climate of operations. This should have as favor- 
able an effect on the investment markets as on other 
segments of the economy. 

Sobering notes remain, however. One is the faint 
possibility of a more rapid conclusion of the Korean 
war, greater efficiency in government, and reduced 
spending. These somewhat bearish influences may be 
offset, of course, by lower taxes and the general emo- 
tional uplift inherent in the change. 

Meanwhile, new securities offered publicly by under- 
writers in October showed a marked drop from the 
October 1951 volume. The combined total of $606,712,- 
000 for both stocks and bonds contrasts with $1,025,- 
872,000 a year ago. Compared with September, stock 
issues in October were slightly larger and bond flota- 
tions smaller. 

Offerings of new bonds were $563,488,000 in October, 
divided in 72 issues, against $592,071,000 for 127 issues 
in the preceding month and $907,520,000 for 77 flota- 
tions in October 1951. Equity financing in the month 
under review comprised 13 issues for $43,224,000 
against 10 issues for $43,094,000 in September and 19 
flotations at $118,352,000 in October 1951. 
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A complete line of precision microfilmers 


to meet all requirements at lowest cost 


Only Recordak 
gives you this choice 


No one microfilmer can be called the “most 
economical” for every bank. 


Requirements vary much too much. Conse- 
quently, a microfilmer which is ideal for one 
bank could be an unwise investment down the 
street. 

Recordak, in recognizing this fact, has cre- 
ated its line of microfilmers with all banks and 
all budgets in mind. You never have to order a 
microfilmer with features and refinements 
which can’t be used profitably ! Thus, Recordak 
has made it possible for even the smallest banks 
to gain savings which are proportionate to 
those realized in the largest ones. 


It’s easy to judge which one of these precision micro- 
filmers will give you the lowest operating cost. 

Your local Recordak representative will give you 
the complete side-by-side picture of the Recordak 
line .. . analyze your microfilming requirements ... 
figure every detail of cost every way. In short, give 
you the benefit of Recordak’s unmatched experience 
in thousands of banks. All without obligation, of course. 


So call in your Recordak representative today ... 
or write Recordak for details on the complete line 
of precision microfilmers now offered on an attractive 
purchase or rental basis. Recordak Corporation 
(Subsidiary of Eastman Kodak Company), 
444 Madison Avenue, New York 22, N.Y. 


Note: Complete line of film readers available for 
purchase at extra cost. 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming—and its application to banking systems 


Recordak” is a trade-mark 


All prices quoted are subjeet to change without notice. 
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The Recordak Triplex Microfilmer records documents down 
one side of the film, then up the other—fronts, or fronts and 
backs, consecutively. High reduction ratio—up to 35-1. Accom- 
modates automatic feeder . . . and auxiliary film units for 
recording on the full film width in varying reductions. Prices— 
including one film unit: Purchase, $2900; Rental, $60 per mo., 
including film reader. 


The Recordak Bantam Microfilmer gives you the 
greatest number of pictures per foot of film; fea- 
tures a built-in automatic feeder . . . and readily 


interchangeable lens kits for microfilming at 4 re- 
duction ratios up to 40-1, highest available today. 
Prices—including one lens kit: Purchase, $1800; 
Rental, $43.50 per mo., including film reader. 


The Recortiak Commercial Microfilmer, designed for medium 
requirements, records fronts, or fronts and backs consecutively 
... across the full width of the film. Prices—including one film 
unit: Purchase, $950 to $1975, depending upon model; Rental, 
$30-$42.50 per mo., including film reader. 


The Recordak Duplex Microfilmer records fronts and 
backs of documents, side by side, simultaneously. Accom- 
modates automatic feeder and auxiliary film units for 
recording down one side of film, up other, and for full 
width recording. High reduction ratio—up to 35-1. Prices 
—including one film unit: Purchase, $3600; Rental, 
$70 per mo., including film reader. 


The Recordak Junior Microfilmer is the ideal machine 
for light requirements. It photographs documents up to 
11 x 14 inches instantaneously . . . across full width of 
film. A film reader is an integral part of this unit. Pur- 
chase Price, $1250; Rental Price, $20 per mo. 
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Government and Central Bank 


cent findings of the Patman 

Committee, which we interpret 
here as rejecting the idea of a com- 
pletely independent Federal Reserve 
System,. has been followed with 
much interest in Britain. The argu- 
ments for and against government 
control over the central banking 
system ring all too familiar to Brit- 
ish ears. The same battle has been 
fought out again and again in the 
British press and Parliament and 
behind closed doors in London. Some 
passages in the Patman Report and 
in comments made on it might have 
been quoted from the arguments put 
forward in recent years for and 
against government control of the 
Bank of England. Owing to the de- 
gree of similarity in the situation 
and in the arguments employed, an 
account of the British experience in 
respect of relations between trea- 
sury and central bank may be of 
interest to American banking 
readers. 

Admittedly conditions in the 
United States differ in many re- 
spects from those which have led 
to the choice of the solution of the 
problem in Britain. Nobody in his 
senses would seriously envisage, for 
instance, a nationalization of the 
Federal Reserve System. The battle 
is raging around control as distinct 
from ownership. In Britain, on the 
other hand, national ownership of 
the Bank of England—which im- 
plies, of course, full legal control— 
seems to have come to stay. There 
was no hint of any intention to de- 
nationalize it in the election pro- 
gram of the Conservative Party in 
1951. This does not mean, however, 
that the nationalization of the Bank 
by the Socialist government in 1945 
has decided the controversy over 
Treasury control. After all, that act 
Gid not signify the prevalance of the 
stronger arguments. It was simply 
achieved because the Labor govern- 
ment had a majority of some 200 


Tee controversy around the re- 
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The British Experience 


PAUL EINZIG 


British economist and financial writer 


in the House of Commons and could, 
therefore, do as it pleased. In face 
of that majority the arguments of 
the opponents to nationalization 
were about as effective as those of 
the lamb in Lafontaines’s fable which 
was devoured by the wolf in spite 
of the soundness of its arguments. 
Shortly after VE-Day, a Socialist 
government assumed power in Brit- 
ain with an overwhelming majority. 
For five years before that change 
the Bank had been already under 
the Treasury’s full control. All that 
happened in 1945 was that the ex- 
isting state of affairs became legal- 
ized by the nationalization of the 
Bank. In practice it did not mate- 
rially effect the country’s monetary 
policy. As before, the Treasury was 
now able to impose its will on the 
Bank. The only difference was that, 
while until then the acceptance of 
its ruling was largely voluntary, 
now the government was legally in 
@ position to dictate, having ac- 
quired all the stocks of the Bank. 


Tue relations between the two 
authorities had never been deter- 
mined, however, by the legal posi- 
tion. Just as a sensible Chancellor 
readily accepted expert advice from 
Treasury Officials there was no rea- 
son for him to reject advice from 
the Governor. Indeed a Socialist 
Chancellor had now, if anything, 
more reason than before to lend his 
ear to the Governor, since the latter 
was no longer the nominee of much- 
hated “anti-Socialist international 
bankers,” but held his post entirely 
through the Chancellor’s goodwill. 
The observation of the Patman Re- 
port that the influence of the central 
banking system would be increased 
if it were less independent and more 
highly integrated with the executive 
receives a large measure of con- 
firmation in the specific circum- 
stances of the British experience 
during the middle Forties. 

The Court of Directors now in- 


cluded several of the Socialist 
Chancellor’s nominees, so that he 
was in a position to know what was 
happening inside the Bank. This 
was calculated to go some way to- 
wards allaying any suspicions he 
may have been harboring about the 
Bank’s loyalty. This may explain 
why the Socialist government ab- 
stained from packing the Court of 
the Bank with its own political sup- 
porters or with subservient yes-men. 
Indeed gradually a growing degree 
of confidence became established be- 
tween the successive Socialist Chan- 
cellors and the Governor of the 
Bank. Thanks to this the Bank re- 
covered in practice much of its old 
independence. The Treasury could 
ill afford to disregard its export ad- 
vice. 


Tue ultimate trump card that en- 
sures a certain degree of indepen- 
ence is that the Governor is always 
in a position to resign as a gesture 
ot protest against any fundament- 
ally unsound policy that might be 
dictated by the Government. Such a 
gesture would cause a profound im- 
pression on British opinion and its 
possible political consequences might 
be sufficient in given circumstances 
to deter the government from any 
obviously unsound decision. Needless 
to say, such a trump card could only 
have been played on some extremely 
grave occasion. The Bank would un- 
doubtedly submit to a great deal of 
Treasury interference it disliked 
rather than bring matters to a cli- 
max. 

While the Chancellor is not spe- 
cifically entitled to remove the Gov- 
ernor or directors during their 5- 
year terms, no doubt in practice 
some removal procedure could be 
worked out. Any dismissal of a 
Governor, however, might entail 
grave political consequences unless 
the government could prove strong 
evidence in justification of its action. 

As and when wartime restrictions 

(CONTINUED ON PAGE 122) 
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a Gunnison 


Investigate Gunnison Homes 
in your area 


© New Perimeter Heating with 
Mor-Sun Automatic oil or 
gas furnaces 


e Beautiful exteriors 

e Less maintenance required 
e Fully insulated 

e@ Flush Panel doors 

e Fenestra steel windows 

@ Thermo-Pane window walls 
@ American Kitchens 


e A. O. Smith glass-lined 
hot water heaters 


And Gunnison Homes are produced 
by a sound, progressive company 
with years of experience in home 
building—the company that pio- 
neered many of the greatest advance- 
ments in home prefabrication. 


SUBSIDIARY OF 
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Heres Why 


Home is a good Investment 


UNITED 


THE NEW GUNNISON HOME is America’s finest and most widely-accepted 
pre-fabricated home. 

Here’s why: 

It’s a good-looking, completely modern ranch house. It stands out in 
any neighborhood. And a Gunnison Home is practical and easy to main- 
tain. It’s the kind of home that more and more people are turning to for 
comfortable, economical living. 

Of first importance to you as an investor, however, is the fact that 
Gunnison Homes are solidly built . . . built to last . . . designed and con- 
structed in a way that insures good re-sale value for years to come. Many 
Gunnison Homes have withstood hurricanes, floods and other disasters 
that have severely damaged conventional houses. Modern precision en- 
gineering methods and Gunnison’s realistic applications of strength-giving 
materials are responsible for this durability. 

Yet, with all of these advantages, Gunnison Homes cost less. They give 
the home-buyer more comfort, more livability and more satisfaction per 
dollar invested. That’s possible only because Gunnison (like practically 
all modern manufacturers in other fields) uses waste-reducing, time-sav- 
ing factory methods. 

Gunnison is America’s best answer to the great demand for a modern, 
economical home . . . and it’s the best answer to all of your requirements 
for a sound, practical investment. 


GUNNISON HOMES, INC., NEW ALBANY, INDIANA 


unnison Homes 


lot of home—for a little money.”° 


STATED 37865 
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Part of the audience at the opening session 


of the National Agricultural Credit Conference 


Bank Farm Representatives Meet to Swap Ideas 


farm representatives num- 


bering 263 from 35 states at- 

tended the first National Agri- 
cultural Credit Conference of the 
American Bankers Association in 
Louisville, Kentucky, last month. 

Conference planners included W. 
W. Campbell, chairman, A.B.A. Agri- 
cultural Commission and president, 
National Bank of Eastern Arkansas, 
Forrest City; A. G. Brown, A.B.A. 
deputy manager and director, Agri- 
cultural Commission; and Frank H. 
Jenne, vice-president, Seattle-First 
National Bank, Yakima, and chair- 
man, A.B.A. Committee on Outside 
Farm Programs. 

The Kentucky liaison group in- 
cluded J. Ed. Parker, Jr., vice-presi- 
dent, First National Bank & Trust 
Co., Lexington, and Ralph Fontaine, 
executive secretary, Kentucky Bank- 
ers Association. 

By delegate vote at the conclusion 
of the meeting, the A.B.A. was re- 
quested to hold a similar conference 
in 1953. 

The program included addresses 
by outstanding bankers, educators 
in agriculture, and representatives 
of farm organizations. The chief 
emphasis, however, was placed on 
panel discussions of farm credit 
problems. 
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Speakers included Everett D. 
Reese, vice-president of the Ameri- 
can Bankers Association and presi- 
dent, Park National Dank, Newark, 
Ohio, whose subject was “Banking 
and Agriculture”; W. W. Campbell, 
chairman of the Agricultural Com- 
mission, and president, National 
Bank of Eastern Arkansas, Forrest 
City, who called the meeting to 
order and presided at several s<-s- 
sions; and Jesse W. Tapp, member 
of the Agricultural Commission ani 
executive vice-president, Bank of 
America, San Francisco. Mr. Tapp 
spoke on “Our Increasing Responsi- 
bilities in Agricultural Credit.” 

The panels covered these broad 
topics, with three to four speakers 
covering different aspects of the 
main themes: “Outside Problems 
and Opportunities,’ moderated by 
Darryl R. Francis, vice-president, 
National Bank of Commerce, Mem- 
phis, Tenn; (2) “Internal Opera- 
tions of a Farm Department,” mod- 
erated by A. C. Holland, vice-presi- 
dent, Hartford-Connecticut Trust 
Co.; (3) “Duties and Functions of 
Agricultural Representatives,” mod- 
erated by Tony L. Westra, assistant 
vice-president, Northwest Security 
National Bank of Sioux Falls, South 
Dakota; and (4) “The Man for the 


Job,” moderated by Ted P. Axton, 
president, Lafayette Savings Bank, 
Lafayette, Indiana. 

Since the meeting was still in ses- 
sion at the time BANKING went to 
press it is possible only to present 
ideas from the available manu- 
scripts. (The program appears on 
page 64—in both cases—of October 
and November BANKING.) 


One of Greatest Developments 


“The Agricultural Commission of 
the American Bankers Association 
first emphasized the importance of 
outside farm men back in 1942 when 
it enunciated its Food-For-Freedom 
Program. At that time, the Com- 
mission urged all banks—particu- 
larly country banks—to have their 
boards of directors designate an 
officer to handle all loans to farm- 
ers. There were upwards of 1,600 
banks that made such designations, 
including more than 200 with spe- 
cially trained farm representatives. 

“Since then the movement has 
‘jist growed’—like Topsy—and to- 
day, from the records we have avail- 
able, there are more than 500 banks 
employing full-time agriculturally 
trained men. Frankly, we feel that 
this continuing trend is one of the 
greatest developments that has oc- 
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curred in the entire banking field. 
“Our farm people tell us that we 
can further increase our total farm 
output by about 20 percent in the 
next three or four years. Such an 
increase obviously involves certain 
costs. More key machines and other 
equipment and greater quantities of 
lime and fertilizer would be required. 
This growing importance of operat- 
ing capital in the typical farm busi- 
ness is viewed by many people as 
a permanent development. If this 
is the case, it poses many problems 
for us in the banking field if we are 
tc be of service to our farmer-cus- 
tomers in helping them maintain the 
maximum volume of farm produc- 
tion.”—-W. W. CAMPBELL, chairman, 
Agricultural Commission, A.B.A., 
and president, National Bank of 
Eastern Arkansas, Forrest City. 


Problem Adjustments Ahead 


“Lending institutions in 1953 can 
expect a larger volume of short- 
term production loans and some 
slight increase in real estate loans. 
As agriculture becomes more spe- 
cialized, commercialized, and mech- 
anized, investments in nonreal es- 
tate capital increase. The farmer 
today needs more cash to run his 
business. He no longer grows his 
fuel on the farm. Heavy investment 
in machinery is required. Outlays 
for lime and fertilizer, hybrid seed 
corn, and a host of other produc- 
tion items have mounted. Today 75 
percent of the cash receipts on an 
eastern dairy farm goes to meet 
cash expenses. 

“The long time economic welfare 
of agriculture may be determined 
in the next two or three years. Dur- 
, ing this time, we have an opportu- 
nity to establish a free agriculture, 
prosperous in abundant production 
in a free-choice economy. Unhap- 
pily, by neglect, ignorance, or de- 
sign, we may allow the industry to 
become a ward of the Government, 
dependent upon rigid high price 
supports, production payments, sub- 
sidies and relief for a substantial 
part of income, with concomitant 
rigid controls over production and 
marketing and political favors for 
those subservient to the party in 
power. 

“Our foreign trade policy likewise 
will affect the future of agriculture. 
Today about 10 percent of our farm 
production goes into exports. Many 
economists are freely predicting 
that our argicultural exports will be 


December 1952 


halved in another 25 years. A real- 
istic foreign trade policy of freer 
movement of goods among nations 
will help the countries of the world 
to earn dollars to buy our cotton, 
wheat, tobacco, soybeans, rice, and 
other commodities that are ex- 
ported. If we want to export, we'll 
have to import—KENNETH HOop, as- 
sistant director, commodity depart- 
ments, American Farm Bureau Fed- 
eration, Chicago, Illinois. 


Banks’ Increasing Responsibility 


“Fortunately, there is increasing 
recognition by bank management of 
the need for specialized attention 
to farm credits and farmer-banker 
relationships. But there is still 
much to be done in this field if the 
rank and file of farmers are to feel 
assured that their legitimate credit 
needs will be taken care of without 
resort to an increasing volume of 
governmental or quasi-govermental 
credit. 

“Obviously, banks cannot match 
the efforts of governmental agencies 
in developing programs for the han- 
dling of nonbankable credits to 
farmers or other groups. But we 
can and must do a progressively 
better job in providing such credits 
as can be properly supported and in 
providing them on such payment 
terms as will be appropriate to the 
budget requirements of the success- 
ful farm operators. This we can do 
in part by encouraging and helping 
the farmer to provide the proper 
financial information which is neces- 
sary to judge the soundness of the 
farming enterprise and the _ re- 
quested credit. A part of this job 
must also be done in most instances 
by the maintenance of appropriate 
personal on-the-farm contacts be- 
tween bankers and their farmer cus- 
tomers. These are but two illustra- 
tions of the type of activities for 


Mr. Fontaine, 
speaking, outlines 
the Kentucky as- 
sociation’s agri- 
cultural program. 
Others in photo- 
graph, left to 
right, Messrs. 
Campbell, Jenne, 
Brown, and Butz 


which the especially trained agri- 
cultural members of the staff of a 
bank are well qualified.”—JESSE W. 
Tapp, executive vice-president, Bank 
of America, San Francisco. 


Direct Payments to Farmers 


“The practice of using the Pro- 
duction and Marketing Administra- 
tion as a quasi-political organiza- 
tion cannot be corrected merely by 
changing administrations and by 
changing Secretaries of Agricul- 
ture.... The temptation to use such 
a system for political ends is almost 
irresistible. Given time, a new Sec- 
retary of Agriculture under a Re- 
publican Administration would find 
himself subject to the same temp- 
tations and pressures. ... This can 
be corrected only by removing the 
‘temptation,’ by direct payments to 
individual farmers. 

“Another development of consid- 
erable consequence in recent years 
is the effort of action agencies in 
the Department of Agriculture to 
assume the role of ‘spokesman’ for 
American farmers on matters per- 
taining to agricultural policy. This 
reached a climax in the summer of 
1951, with the ‘Family Farm Policy 
Review’ . . . ostensibly an attempt 
of the Secretary of Agriculture to 
get bona fide farmer reaction and 
suggestions to the various programs 
of the Department . . . to develop 
pressure from the country to sup- 
port in Congress both existing and 
contemplated action programs of the 
Department.”—Dr. EARL L. BUTZ, 
head, Department of Agricultural 
Economics, Purdue University, Laf- 
ayette, Indiana. 


Signposts 
“The chief hazard in farming has 
shifted from production to prices. 
“Lack of experience with reces- 


(CONTINUED ON PAGE 115) 
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This department is edited by 
Mary B. LEACH of BANKING’S staff. 


Operations Workshop Planned 


HE Country Bank Operations 

Commission of the American 

Bankers Association is plan- 
ning a regional conference in the 
form of a “Country Bank Work- 
shop” to be held in Louisville, Ken- 
tucky, on March 20, 1953. The pro- 
gram for the one-day session will be 
of interest to managing officers and 
members of boards of directors of 
smaller banks, according to an an- 
nouncement by Walter M. Willy, 
chairman of the Commission and 
president, Security Bank, Madison, 
South Dakota. 

“Tentative arrangements provide 
for nationally prominent speakers 
especially qualified in the field of 
country banking,” Mr. Willy said. 
“Management and operational prob- 
lems of the smaller banks will be 
discussed.” 


Product Exhibit Program 


NE merchandising methods used 
occasionally in a number of 
banks are producing results for the 
First National Bank of Magnolia, 
Arkansas. President W. C. Blewster 
and Farm Representative W. C. 
Black have embarked upon an “ex- 
hibit day” program, in which they 


feature agricultural products in 
lobby displays, usually with tie-in 
exhibits on the exterior of the bank. 

First National’s exhibit days are 
planned weeks in advance, thus en- 
abling Mr. Black to accumulate 
charts, pamphlets, posters, banners, 
and other material and information 
from all available sources that have 
a relationship to the product to be 
featured. Exhibits already set up 
include forestry, purebred bulls, and 
cotton. 


Applied Economics 

OR over a year now about 100 

Iowa weekly newspapers have 
carried a column devoted to applied 
economics as they affect the pocket- 
book of John Q. Public. 

Gerald S. Nollen, Iowa state ad- 
visory chairman of the Treasury’s 
Savings Bonds Division, usually pre- 
pares the material, but during his 
vacation was written by Charles 
E. Watts, president of the Commer- 
cial State Bank of Pocahontas, Iowa. 

The money topic for the week is 
usually one close to the heart of the 
average reader and invariably winds 
up with a plug for systematic sav- 
ings through investment in U. S. 
Savings Bonds. 

Topics discussed by Mr. Watts in- 
cluded: (1) Depreciation, with spe- 
cial reference to farm machinery; 
(2) conservative, defined as: “A 


Lobby display fea- 
turing cotton at 
the First National 
Bank of Magnolia, 
ties in machinery 
exhibit at bank’s 
entrance. In back- 
ground, left to 
right, Vice-presi- 
dent W. O. Wil- 
son, President 
Blewster, Vice- 
President W. R. 
Gantt, Jr., and 
Farmer Harry 
Baker. Fore- 
ground, Mr. Black 


conservative is some one who has 
something to conserve;” (3) per- 
sonal financing; (4) instalment buy- 
ing; (5) bottom dollars—the ones 
you cannot afford to risk; and (6) 
investment program for personal 
finances. 

These articles are written in a 
chatty, conversational style, and fre- 
quently include a short human in- 
terest story to drive home a point. 


Newspaper Lauds Kentucky 


HE story of the agricultural pro- 

gram of the Kentucky Bankers 
Association made page 1 of The 
Wall Street Journal of October 27. 
The article, written by Staff Writer 
Ellis Haller, led off by telling about 
an all-day KBA farm management 
meeting on the farm of Estill Ballou, 
at Columbia, Kentucky. 

B. L. Hancock, Kansas Associa- 
tion president, and Ralph Fontaine, 
executive secretary, were introduced 
into the story to tell about the KBA 
farm program. Mr. Hancock is presi- 
dent of the Peoples Bank & Trust 
Co., Owenton. 


A. G. Brown Honored 

G. Brown, deputy manager of 

¢ the American Bankers Associ- 

ation and director of the A.B.A.’s 

Agricultural Commission, was hon- 

ored recently at the annual meeting 

of the Soil Conservation Society of 
America. 

He was made an honorary mem- 
ber of the Society and presented 
with an honorary scroll which com- 
mended him for his “outstanding 
contribution to the field of soil and 
water conservation.” 


Grasslands Proceedings 


OR a limited time the Proceedings 
of the Sixth International Grass- 
lands Congress, which was held at 
the Pennsylvania State College dur- 
ing the summer and attended by 
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1,500 delegates from many lands, 
are available for a short time at $15 
per set of two volumes. 

Some 300 scientists from 50 coun- 
tries have made contributions to the 
Proceedings, which represent the 
best in current and scientific re- 
search on almost every specific study 
of grass. 

Orders for the Proceedings should 
be sent to Sixth International Grass- 
lands Congress, 1778 Pennsylvania 
Avenue, N. W., Washington 25, D. C. 


Fair Ribbon Winner Awards 


RIZE money amounting to $400 

was awarded by the Merchants 
National Bank and Trust Co., of 
Meadville, Pennsylvania, to FFA 
and 4-H Club members winning rib- 
bons at the Junior Livestock Show 
during the Crawford County Fair. 

The prize money was paid on spe- 
cially imprinted checks and for- 
warded with an individual letter 
signed by President John D. Bainer. 

Before the fair, the bank’s awards 
were advertised in the local paper in 
half-page ads. 


Greensboro’s Livestock Day 


Psion at a livestock field day 

sponsored by the Bank of 
Greensboro, Greensboro, North 
Carolina, included farmers, agricul- 
tural leaders, and neighboring 
bankers. 

Besides prepared addresses by 
leading authorities on the important 
aspects of livestock production, the 
bank was host at a barbecue dinner, 
which was followed by a weighing 
contest. 

A popular feature of the day’s ac- 
tivities was a clinic on hoof trim- 
ming, dehorning, castrating, vac- 
cinating, tattooing, and grooming. 
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Merchants Na- 
tional Bank and 
Trust Co., Mead- 
ville, Pa., officers 
with FFA dairy 
cattle winners at 
the Crawford 
County Fair. As- 
sistant Vice-presi- 
dent Richard E. 
Holden, left, and 
Cashier John W. 
Tracy, right 


James Bishop, Jr., the bank’s as- 
sistant vice-president, emceed the 
program. 


Bankers Attend Credit Classes, 
No Resting on Laurels 


ee annual surveys of the 
volume of credit extended by 
banks to their farm customers by 
comparison with the volume ex- 
tended by Government lending agen- 
cies reveal that the banks lead by 
a wide margin. (A report on the 
latest survey at the national level 
may be found on page 68, Septem- 
ber BANKING.) 

The fact that banks have outdis- 
tanced the Federal agencies in this 
field has not curbed bankers’ quest 
for information on how to do a still 
better job. This is illustrated by the 
sizable group of bankers who an- 
nually attend agricultural credit 
schools and short courses sponsored 
by the state bankers associations in 
most of the states. 

In Missouri, for example, where 
in 1951 the commercial banks made 
130,229 real and nonreal estate farm 
loans for an aggregate total of $349,- 
683,000 compared with a total of 
15,767 loans amounting to $65,317,- 
000, by all Federal lending agents, 


Missouri’s panel 
on “What I Am 
Doing on My Farm 
and Why,” left to 
right, O. J. Hop- 
per, Chillicothe; 
Ted Anderson, 
Montreal; C. E. 
Klingner, agricul- 
tural economist, 
College of Agricul- 
ture, moderator; 
Ben A. Geisert, 
Washington; J. A. 
White, Spring- 
field; and Chair- 
man Harper 


more than 100 bankers attended the 
two-day fifth annual Agricultural 
Short Course held at the Missouri 
College of Agriculture this past fall. 
These bankers, for the most part, 
were accompanied by their county 
agricultural agents. This school was 
sponsored by the agriculture and 
forestry committee of the Missouri 
Bankers Association. C. L. Harper, 
president, Sturgeon State Bank, is 
the committee’s chairman. 

A feature of the curriculum was 
a panel discussion of “What I Am 
Doing on My Farm and Why” by a 
group of four outstanding farmers 
who carry on balanced farming pro- 
grams. 

In Florida, where the fourth an- 
nual two-day Bankers Agricultural 
Credit Conference was conducted 
last month at the University of 
Florida, Gainesville, a similar situ- 
ation with respect to farm credit 
exists. Figures for Florida show that 
the commercial banks made real and 
nonreal estate loans numbering 12,- 
468. for a total of $45,504,000, com- 
pared to 5,504 loans by agencies, ag- 
gregating $25,519,000. 

The Florida credit conference was 
sponsored by the agricultural com- 
mittee of the Florida Bankers As- 
sociation in cooperation with the 
College of Agriculture, and the 
Jacksonville Branch, Federal Re- 
serve Bank of Atlanta. H. Dale 
Smith, cashier, High Springs Bank, 
is chairman of FBA’s agricultural 
committee. 

A feature of this conference was 
a panel on “The Outlook” for beef 
cattle, poultry, dairy, pastures, cit- 
rus, truck, and general crops. 


8 Ag Short Course Awards 


IVE Lapeer, Michigan, banks,. re- 
cently awarded eight agricultural 


(CONTINUED ON PAGE 71) 


wef 
ny 1 
4 
4a 
& 
j 
a Ps > 
69 


“OLIVER'S Wide Range of Equipment Is a Big Advantage’ 


Says Mr. Charles Narges, Oliver Dealer in Waucousta, Wisconsin 


“In our area of hilly land and varied soil conditions, we 
need tractors of every type and size,’? says Mr. Charles 
Narges, Oliver dealer in Waucousta, Wisconsin. 

‘And, that’s why the Oliver line brings us extra sales 
opportunities and extra profits. From Oliver’s great tractor 
fleet, we can supply the farmer with one that fits his exact 
needs—crawler or wheel model in a 2-plow to 4-5 plow 
power class. 

“That isn’t all. We can provide him with a wide range 
of models in the fuel type that’s most practical—gasoline, 
diesel or LP-gas. 

“Oliver’s leadership in the development of farm equip- 
ment, and their vast variety of quality implements, are 
only two of the many reasons why our business has grown 
so steadily during the 25 years we have held an Oliver 
franchise.” 

So it goes—Oliver dealers see bright prospects of con- 
tinued growth in handling the line that’s complete, modern 
and versatile . . . designed to meet the requirements of the 
latest practices on all manner of farms. The OLIVER 
Corporation, 400 West Madison Street, Chicago 6, Ill. 


OLIVER 


‘*FINEST IN FARM MACHINERY’? 


“Grow with OLIVER—the BUSINESS Builder’ 
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i News for Country Bankers 


(CONTINUED FROM PAGE 69) 


short course scholarships to the 
Michigan State College to eight 
Lapeer youths. More than 50 candi- 
dates, parents, alumni, and bankers 
attended a scholarship dinner ten- 
dered by the banks. 

The scholarships were given by 
Almont Bank, Pioneer Bank, Lapeer 
Savings Bank (two), First National 
Bank (two), and Metamora Bank 
(two). 


Census Guides Bankers 


HE First National Bank of Joliet, 

Illinois, hitches its farm credit 
program to the 1950 census figures 
for Wills County. This is right in 
line with suggestions made by Jesse 
W. Tapp, executive vice-president, 
Bank of America, San Francisco, in 
an article on “Changing Agricul- 
ture” in last month’s issue. Mr. 
Tapp emphasized the importance of 
census figures to the operation of a 
country bank. 

During the last five years, First 


Window display at 
the First National 
Bank of Joliet, 
Illinois, showing 
model buildings, 
equipment, and 
livestock on a typ- 
ical Will County 
farm 


National’s agricultural field repre- 
sentative has supervised the grant- 
ing of 5,604 loans to farmers for a 
total of $17,635,937. 


Small Bank Audit Plan 


N audit program for smaller 
banks is being developed by the 
Country Bank Operations Commis- 
sion and the Insurance and Protec- 
tive Committee of the American 
Bankers Association, with the co- 
operation of representatives of each 
of the Federal supervisory agencies 
in Washington. 


This publication, when completed 
a few months hence, will be a guide 
on audit procedures, with attention 
focused on functional rather than 
departmental audits, according to 
L. M. Schwartz, chairman of the 
Audit Committee of the Commis- 
sion. Mr. Schwartz is vice-president 
of the Citizens State Bank, Paola, 
Kansas. 

“In the interest of simplicity,” 
said Mr. Schwartz, “and to make 
adaptation easy for the banks, the 
program will be limited to what will 

(CONTINUED ON PAGE 106) 


pene on “Trust Services to 
Farmers” at the A.B.A.’s Mid- 
continent Trust Conference in Dallas 
last month, Robert S. Davis, vice- 
president and trust officer, First Na- 
tional Bank and Trust Co., Lexing- 
ton, Kentucky, said that in his bank 
“we have adopted a plan of calling 
on farmers, offering to blueprint 
their farms, and maintain a record 
of field history, water supply, re- 
sponsibility for line fences, painting 
and repairs or improvements, with 
other historical data, and the owner’s 
future plans for the property, for 
which we make no charge if we are 
named executor and trustee in the 
will. If at a later date the farmer 
wishes this record, or at his death 
we find that we are not named in the 
will, we will make this data available 
at a charge based upon the services 
rendered in assembling it and the 
period of time over which it has 
been maintained. 

“Farmers, generally speaking, are 
not well acquainted with the work- 
ings of trust funds and may be sus- 
picious unless a testamentary plan 
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Trust Services to Farmers 


is carefully explained 

“Among reasons for leaving farm 
or ranch property in trust can be 
cited the following: 

“(1) To assure uninterrupted 
management until a son is old 
enough to assume control. 

“(2) To preserve good income- 
producing land for wife and daugh- 
ters, their being no son in the fam- 
ily or his having entered a profession 
or other line of business. 

““(3) Special family situations, in- 
cluding the irresponsibility of one 
who might otherwise continue oper- 
ation of the farm, or the necessity 
of trust protection for a handicapped 
or invalid wife or child. 

“(4) The occasional creation of a 
trust in perpetuity, for the benefit 
of a school or charity... . 

“The more important provisions 
that we request included in wills and 
trusts are: 

(1) Clear authority in the dis- 
cretion of the trustee to retain, 
manage, lease, or sell farm proper- 
ties including express authority to 


in simple 


carry on both a crop and livestock 
program, so worded that we may 
continue practices generally followed 
by good farmers in our section of 
the country or recommended by our 
state university under its county 
agent program. 

“(2) Clauses clearly describing 
accounting practices to be followed 
by the trustee. We prefer, as do 
many of you, I believe, to be given 
broad discretion in determining prin- 
cipal and income. For example, in 
dry years or in case of disease or 
other loss of livestock, with proper 
authority we can build up and main- 
tain an original herd to a number 
that is economically sound, keeping 
in mind the pasture or range avail- 
able. 

“(3) Express authority to borrow 
for farm management purposes in 
case principal funds are not avail- 
able. 

“(4) compensation 
statutory allowance is 
inadequate or doubtful.” 

(This address will be printed in 
full in the Trust Division’s Bulletin.) 


clause if 
considered 


71 


4 
é 


CORPORATION ACCOUNTS 


Wording of Corporate Resolution Saves 
Bank from Liability for Corporate Of- 
ficer's Dishonesty in One Transaction, 
Not in Another. 


Tue importance to banks of the 
wording of corporate resolutions 
specifying the authority of corporate 
officers to deal with corporation 
funds is illustrated in two Nebraska 
cases involving a bank, a corporate 
depositor, and some $20,000 which 
a faithless officer of the depositor 
appropriated to his own use. Both 
cases turned on the wording of a 
corporate resolution authorizing the 
officer to conduct financial transac- 
tions with the bank in the corpora- 
tion’s name. One case was decided 
in the bank’s favor, the other in the 
depositor’s. 


In the first case, the corporation 
sought to recover from the bank 
some $10,000, alleging that its vice- 
president had paid his personal debt 
to the bank with corporation funds, 
through checks drawn by him on the 
corporation’s account in the bank. 
It claimed that an inquiry would 
have disclosed that he had no au- 
thority so to use corporation funds, 
and that the bank was negligent in 
failing to make the inquiry. 

The bank relied upon a resolution 
adopted by the corporation, specif- 
ically authorizing the bank “to 
honor any and all checks... so 
signed . . . without further inquiry 
or regard to...the use of said 
checks . . . or the proceeds thereof.” 
The court held that the resolution 
was sufficient to protect the bank 
from liability under the circum- 
stances. 


In the second case, the bank sued 
to recover upon a $30,000 promis- 
sory note, executed by the corpora- 
tion’s vice-president. This note had 
been given in place of two prior 
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notes, securing loans of $10,000 and 
$20,000 from the bank to the cor- 
poration. Liability was admitted 


for $20,000 because this amount had 
in fact been paid by the bank into 


the corporation’s account, though it 
was later liberated by the vice-pres- 
ident. Liability for the $10,000 was 
denied on the grounds that the bank, 
at the vice-president’s request, had 
deposited the proceeds of this loan 
in his personal account and there- 
after permitted him to withdraw it 
for his own use and purposes. 

Once again the bank relied on the 
corporation’s resolution. In this 
case, however, the court pointed out 
that the resolution specifically au- 
thorized the vice-president to bor- 
row money “in the name of the cor- 
poration,” but only ‘on behalf of the 
corporation”; it gave the bank no 
authority to loan money “in the 
name of the corporation” and de- 
posit it in the vice-president’s per- 
sonal account instead of in the cor- 
poration’s account. 

When the vice-president asked to 
have the funds placed in his own 
account, the bank was put upon no- 
tice and given the duty of investi- 
gating his authority to have this 
done, and an investigation, if con- 
ducted, would have revealed that he 
had no authority to borrow money in 
the corporation’s name for his own 
use, the court said. Thus, the court 
concluded, the bank’s position was 
as though it had actual knowledge 
of his lack of authority. 

It is interesting that the resolu- 
tion in question, which saved the 
bank from liability in the first case, 
was obtained from another bank 
which had drawn it in its present 
form after being held liable, in sim- 
ilar circumstances, under a prior 
form of resolution. Scottsbluff Nat. 
Bank v. Blue J Feeds, 54 N.W.2d 
392; Blue J Feeds v. Scottsbulff Nat. 


Bank, 54 N.W.2d 404. cf. Paton’s 


Digest, Deposits §22E:5. 
UNIFORM TRUST RECEIPTS ACT 


Tue Supreme Court of Illinois has 
held unconstitutional a provision ap- 
pended to the Uniform Trust Re- 
ceipts Act when it was enacted in 
that state, making it a felony for a 
trustee to dispose of goods held un- 
der a trust receipt and to fail to 
account for their proceeds. 

The Uniform Act was not de- 
signed to regulate the use of trust 
receipts, but merely to define their 
attributes and the types of situa- 
tions in which they may be used 
validly, the court held. Since it is 
not a regulatory law, the court said, 
a penalty provision is not logically 
necessary to its expressed subject 
and purpose, “to promote uniformity 
in trust receipt law,” particularly 
since Illinois is the only state which 
has added such a provision. There- 
fore, the court held, the act did not 
comply with the constitutional re- 
quirement that no act embrace more 
than one subject, which subject must 
be expressed in its title. People v. 
Levin, 104 N.E.2d 814. 


FAIR LABOR STANDARDS ACT 


Finance Company Offices Are Not Ex- 
empt as “Local Retail Sales or Service 
Establishments." 


A FINANCE company which lends 
from local offices in 28 states is en- 
gaged in interstate commerce, and 
employees of these offices are cov- 
ered by the Fair Labor Standards 
Act, the United States District Court 
for the Eastern District of Pennsyl- 
vania has held. 

The company had argued that the 
act exempted from its coverage em- 
ployees of retail and service estab- 
lishments making more than 50 per- 

(CONTINUED ON PAGE 74) 
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Under the terms of the average “Packaged Mort- 
gage,” new home-owners may pay no more each 
month to own these dependable General Electric Ap- 


pliances than they generally do for telephone service! 
Gone is the burden of short-term obligations that 
may interfere with regular mortgage payments! 


Are you making this plan ayailable to new home-owners? 


Mone AND MORE lending institutions 
throughout the country are including 
General Electric Kitchen and Laundry 
equipment in mortgages. 


We think you will be interested to 
know why this is so. 


The kitchen and laundry are actually 
part of the house. No home can operate 
properly without them. Yet, many new 
home-buyers find they must purchase 
these items after they have bought a 
house and signed a mortgage. 


No short-term obligations 


Home-owners often find it necessary to 
acquire these necessary appliances on 
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short-term obligations—over and above 
the monthly mortgage payments. This 
can easily make a hardship of meeting 
mortgage obligations the first two or 
three years of home ownership. 


How much easier it is for home-owners 
—and it makes them much more willing 
mortgagors—when the cost of dependable 
General Electric Appliances is included in 
the long-term mortgage! 


Such home-owners also have truly 
modern houses, ones they are proud to 
maintain. And, the lenders’ interests are 
protected, too! 


Why not send for free literature that 
explains to prospective home-owners the 
convenience of the “Packaged Mortgage” 
and other methods of financing? 

Write to: Home Bureau, General Elec- 
tric Company, Louisville 2, Kentucky. 


GENERAL @@ ELECTRIC 
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cent of their sales ‘within the state”’ 
and defined such establishments as 
those “75 per centum of whose... 
sales of goods or services . . . is not 
for resale and is recognized as retail 
sales or services in the particular in- 
dustry.” It showed that more than 50 
percent of its loans were made 
“within the state,” and that none 
of them involved resale. It offered 
testimony that personal loans are 
regarded by banks and other finan- 
cial institutions as “the retail end of 
the business.” 

The court agreed that small loan 
companies are regarded within the 
industry as retail service establish- 


ments, but held that that was not 
the sole determining factor in the 
case. Congress had not intended to 
hand over to any industry the right 
to judge whether it was exempt as 
a retail service establishment, the 
court said, and then held that loan- 
ing money was not the type of trans- 
action which would lend itself to 
classification as a retail sale of ser- 
vices within the meaning of the act. 

It also pointed out that the busi- 
ness of the finance company, though 
conducted through local offices, was 
not purely local in character, since 
the money loaned by the branch of- 
fices was not their own, but that of 
the finance company, flowing from 
its central office through its em- 
ployees in the branch offices. Tobin 
vy. Household Finance Corp., 106 F. 
Supp. 541. 

JOHN RENE VINCENS 


ACCOUNTS RECEIVABLE LEGISLATION 1 


Ween the passage of three more statutes in 1952, laws designed to give 
assignees clear title to accounts receivable assigned in good faith are now 
in force in 35 states. 

The statutes are of three types, validation, book-marking, and filing. 
Generally speaking, validation statutes simply provide that an assign- 


ment is valid “when made” in the form prescribed by statute; book- « 
marking statutes provide that a notation of an assignment upon the 
assignor’s books of account is sufficient to perfect the assignment; filing 
statutes provide that an assignment is perfected when notice of it is 
filed with a specified public official. 

In 1952, Georgia repealed its book-marking statute and enacted a 
filing statute; Arizona and Louisiana also enacted filing statutes. Thus, 
18 states now have filing statutes, 15 have validation statutes, and only 
two have book-marking statutes: 
FILING—18 
Alabama Idaho Ohio 
Are you curious about Arizona— Arizona Kansas Oklahoma 
water-wise, California Louisiana South Carolina 
tion-wise, just generally? We'll 4 Mi : T 
take pleasure in answering your Colora 0 issouri oxas OBT 
questions. Florida Nebraska Utah 
Also-our weekly comment Georgia North Carolina Washington 
“Business Trends in Arizona” is 
yours for the asking. ) 
FIRST NATIONAL 
BANK OF ARIZON A Arkansas Maryland Oregon 
Connecticut Massachusetts Rhode Island 
HEAD OFFICE PHOENIX, ARIZONA 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION Illinois Michigan South Dakota 
Indiana Minnesota Virginia S.R.. 
Maine New Hampshire Wisconsin 
2 Rs. 
2 Rs. 
ARE YOU COlNtented? BOOK-MARKING—2 2Rs. 
with the PROCEEDS of your CUSTOMER'S Pa 
COIN or HOBBY COL ONS. rl. 
PAID FOR OBSO COINS or CUR- North Dakota Pennsylvania Parl. 
RENCY! WRITE or FORWARD for AYMENT 
ON RECEIPT. WILL CALL, too. WHE 
“CASEY” COIN, CURIO & ANTIQUE CO-OP . 
952 W. ADDISON ST., CHICAGO 13, ILL. 
PLEA 
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Sponsored by the 


CREDIT POLICY 
COMMISSION 


AMERICAN BANKERS 
ASSOCIATION 


January 26-27-28, 1953 
La Salle Hotel, Chicago, Ill. 


PURPOSE OF THE CONFERENCE: 


1. To consider the responsibilities of banks in lending to 
business during the coming year. 


TIMELINESS OF THE CONFERENCE: 


1. Business will operate in a new political atmosphere. 
2. The year 1953 could be one of transition. 


SOME POINTS TO BE DISCUSSED: 


. The soundness of loan portfolios in 1953. 6. Integration of bank credit policy with invest- 

- Areas for new bank lending services. ment markets. 

. Small business credit needs. 7. The role of Federal Reserve credit policy. 

. Excess capacity and its relation to soundness . Taxation and ; fiscal policy under a new 
of industry credits. political administration. 


. The capital market and its effect on bank . The effect of world economic trends upon the 
credit. American business and credit picture. 


DO THESE TWO THINGS NOW! 


ADVANCE REGISTRATION 


Credit Policy Commission 
American Bankers Association 
12 East 36 Street, New York 16, N. Y. 


OBTAIN YOUR HOTEL RESERVATION 
WELL IN ADVANCE 


SEND APPLICATIONS TO 


M. P. MATHEWSON, SALES DIRECTOR 
LA SALLE HOTEL 
LA SALLE AT MADISON STREETS 
CHICAGO 2, ILLINOIS 


Our bank will be represented by the following at the A.B.A. National Credit Conference, 
ACCOMMODATIONS La Salle Hotel, Chicago, Illinois, January 26-27-28, 1953. 

6.50 7.00 7.50 8.00 8.50 10.00 

9.00 9.50 10.00 10.50 11.00 12.50 

11.50 12.50 13.50 14.00 

11.50 12.50 

13.50 14.50 16.50 

15.50 16.50 19.00 

. 11.00 12.00 20.50 22.00 31.50 33.00 

Parl. & 2 B.Rs. 33.00 34.50 44.00 45.50 57.00 


REGISTRATION FEE — 12.50 PER PERSON 
(A complimentary copy of the Proceedings will be mailed to each registrant) 


OUR CHECK FOR $ IS ENCLOSED. (Make check payable to A.B.A.) 
WHEN MINIMUM RATES ARE NOT AVAILABLE (Refunds will be made, upon request, to those unable to attend) 
THE NEXT HIGHER RATE WILL PREVAIL. Bank 
an 


PLEASE STATE DATE AND TIME OF ARRIVAL 


AND DEPARTURE. City State 


RESERVATIONS WILL BE HELD UNTIL 6 P.M. 
UNLESS OTHERWISE SPECIFIED. 


MAIL THIS FORM TO AMERICAN BANKERS ASSOCIATIO 


5° ational it 
not 


Oiher 


rganizations 


The news in this department is 
edited by WILLIAM P. BOoGIE of 
BANKING’S staff. 


NABAC Sehool 


Tue NATIONAL ASSOCIATION OF 
BANK AUDITORS AND COMPTROLLERS 
is establishing a new educational 
program for men in its field. 

Plans for the NABAC School for 
Bank Auditors and Comptrollers, to 
be conducted at the University of 
Wisconsin, were announced ‘at the 
association’s recent convention in 


NEW STATE 
ASSOCIATION 
PRESIDENTS 


Milwaukee. The director is Clarence 
H. Lichtfeldt, comptroller of the 
First Wisconsin National Bank, Mil- 
waukee, and immediate past presi- 
dent of the association. 

The first session is scheduled for 
June 29-July 11, 1953, with a regis- 
tration of 50. Students will attend 
the summer session for two weeks in 
each of three years. The curriculum 
is: First year, bank accounting; sec- 
ond year, bank auditing; third year, 
bank control. Students will be re- 
quired to prepare written solutions 
to bank problems between the ses- 
sions. 


Principals at the Second Annual Man- 
agement Conference of the Vermont 
Bankers Association, Woodstock, Ver. 
mont, October 24, 1952. Left to right, 
seated: Harold E. Randall, vice-presi- 
dent, First National Bank of Boston; W, 
Harold Brenton, president, State Bank 
of Des Moines, Iowa, and president, 
American Bankers Association; Frank C, 
Corry, president, First National Bank, 
Montpelier, Vermont, and president, 
Vermont Bankers Association; Clarence 
G. Noel, assistant vice-president, Na- 
tional City Bank of New York and City 
Bank Farmers Trust Company, New 
York; William G. F. Price, vice-presi- 
dent, Bank of the Manhattan Company, 
New York. Left to right, standing: M. A. 
Kuhn, comptroller, Chittenden County 
Trust Company, Burlington, Vermont, 
and chairman, Committee on Bank 
Management and Research, Vermont 
Bankers Association; Lundie W. Barlow, 
supervising examiner, FDIC, Boston; 
Hollis S. Haggard, chief national bank 
examiner, First Federal Reserve District, 
Boston; Alexander H. Miller, commis- 
sioner of Banking and Insurance, State 
of Vermont; Earl O. Latham, vice-presi- 
dent, Federal Reserve Bank of Boston; 
George M. Marrow, auditor, Vermont 
Savings Bank, Brattleboro, and member, 
Committee on Bank Management and 
Research, Vermont Bankers Association 


Announcement of the school was 
made by F. H. Elwell, dean of the 
University of Wisconsin’s School of 
Commerce. 


* * * 


Investment Bankers 


Ewinc T. BOLEs, president, The 
Ohio Company, investment banking 
house of Columbus, Ohio, has been 
nominated as the next president of 
the INVESTMENT BANKERS ASSOCIA- 
TION OF AMERICA, it has been an- 
nounced by Joseph T. Johnson, The 


(CONTINUED ON PAGE 78) 


Left to right: 1OWA—Harry S. Lekwa, vice-president, Ackley State Bank; NEW YORK SAVINGS BANKS—Charles R. Diebold, 
president, Western Savings Bank, Buffalo; CONNECTICUT SAVINGS BANKS—Ralph W. Matteson, vice-president, treasurer, 
and assistant secretary, Savings Bank of New London (elected last June) 
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Let Your 
Money 
Finance 
Successful 
Builders 


Like This— 


JAMES WILMOT 
Wilmorite, Inc. 
Rochester 11, N. Y. 


“Our volume on National homes 
this year will reach 350 units. Since 
we switched to Nationals in 1950, 
we have built and sold a total of 
over 710 units. Our ever-growing 
success with National Homes is 
based on the smarter styling, the 
better quality, and the far greater 
public acceptance.” 


National Home dealers have built over 43,000 National 
homes. That’s an investment of nearly half-a-billion 
dollars financed for satisfied home owners. Such 
popularity and demand contribute to the value of 


HOMES all new National home mortgages. 


Inquiries regarding local and regional investment 
opportunities are invited from forward-looking financial 
institutions. A copy of the latest National Homes catalog 
will be sent on request. 


NATIONAL HOMES CORPORATION 


LAFAYETTE INDIANA MORSEHEADS NEW 


NATION’S LARGEST PRODUCERS OF QUALITY HOMES AT THRIFT PRICES 
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Index of Canadian Industrial Activity 
(1937 = 100) 


This index is published in our Commercial Letter, 
which contains each month a survey of the current 
economic climate, articles dealing with specific 
aspects of Canadian commerce iat industry, and 
a statistical summary of commercial and industrial 
activity. 


A postcard or letter will place your name on our 
mailing list. 


The Canadian Bank 


of Commerce 


Head Office—Toronto 


New York e San Francisco e Los Angeles 
Seattle e Portland, Ore. 
Over 600 Canadian Branches 


COLOMBIA 


Land of American Opportunity 


In the years ahead, few countries in South America will offer 
U. S. business such broad and vital trade opportunities as 
Colombia. All signs point to a substantial increase in Colombian 
travel — export and import trade — development of new indus- 
tries or expansion of existing local industries. 

’ Progressive U. S. banks and business organizations know these 
facts — are establishing correspondent relations in Latin Amer- 
ica, notably in Colombia. In increasing numbers they are taking 
advantage of the exceptional and complete banking facilities 
provided by this 40-year-old institution. 

With 29 offices, located in all important commercial centers, 
trade information is quickly gathered and forwarded to you. 


Special departments are available to handle your collections and 
letters of credit. 


Inquiries cordially invited. 


BANCO COMERCIAL ANTIOQUENO 


Established 1912 
Cable address for all offices — Bancoquia 
Capital paid-up: yey — Pesos Colombian. 


Surplus: ,000,000 — Pesos Colombian. 
Other reserves: $3,172,000 — Pesos Colombian. 


General Manager: Antonio Derka 


Head Office: MEDELLIN, COLOMBIA, SOUTH AMERICA 


BRANCHES: Armenia (C), Barrancabermeja, Barranquilla (3), 
BOGOTA (8), Bucaramanga, Cali, Cartagena, Cartago, Cicuta, 
Girardot, Ibagué, Magangué, Manizales, Medellin (1), Monteria, Neiva, 
Palmira, Pasto, Pereira, Puerto Berrio, San Gil, Santa Marta, 


New York Representative—Henry Ludeke, 40 Exchange Place, New York 5, N. Y. 


x Sincelejo, Soeorro, Vélez (8). } 


(CONTINUED FROM PAGE 76) 
Milwaukee Company, Milwaukee, 
president of the association. 

Nominations, made by the board 
of governors, are considered tanta- 
mount to election in the IBA, which 
will act on the ticket at its annual 
convention scheduled for November 
30-December 5 at the Hollywood 
Beach Hotel, Hollywood, Florida. 


* * * 


Robert Morris 


Rosert Morris ASSOCIATES has an- 
nounced the appointment of Leon- 
ard G. Christie as assistant secre- 
tary, with headquarters at 1417 
Sansom Street, Philadelphia 2, Penn- 


sylvania. 
* * * 


Junior Conference 


For the sixth consecutive year jun- 
ior executives and department heads 
of Wisconsin banks attended a con- 
ference of their own sponsored by 
the WISCONSIN BANKERS ASSOCIA- 
TION. This meeting was held in Mil- 
waukee on November 11, with an 
attendance of approximately 275. 

Enar Chilgren, cashier, Union Na- 
tional Bank, Eau Claire, and chair- 
man of the state association’s bank- 
ing education committee, presided. 
A. J. Quinn, president, Northwest- 
ern State Bank, Cumberland, and 
WBA president, appeared on the 
program. 


* * * 


Directors and Audits 


A LEAFLET, Audit and Control Es- 
sentials for Use of Bank Directors, 
has been prepared by the Country 
Bank Operations Committee of the 
GEORGIA BANKERS ASSOCIATION to 
acquaint directors of all banks with 
their responsibility with respect to 
audit and control, and also to pro- 
vide them with a check list of some 
of the more important ways to meet 
this responsibility and to provide 
essential protection. 


* * * 


Holding Companies 


HE TWELFTH DISTRICT INDEPEND- 
ENT BANKERS ASSOCIATION recently 
sent a questionnaire to all nonhold- 
ing company banks in the country, 
asking three questions regarding re- 
strictions on bank holding com- 
panies, as provided in the Spence 
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Bill (H.R. 6504) introduced 1 the 
last Congress. 

(1) Do you favor the restrictions 
on expansion of bank holding com- 
panies in the Spence Bill (H.R. 
6504)? Yes 3362. No 18. Not vot- 
ing 3. 

(2) Do you think the Spence Bill 
is in accord with the A.B.A. Boston 
und Detroit resolutions? Yes 3058. 
No 32. Not voting 293. 

(3) Do you think organized bank- 
ing should work for the enactment 
of the Spence Bill? Yes 3345. No 
21. Not voting 17. 


* * * 


Business Development 


Tue first business development 
clinic of the ILLINOIS BANKERS AS- 
SOCIATION was held in Springfield on 
November 20. Among the principal 
speakers on the one-day program 
were Melvin C. Lockard, president 
of the IBA and president of the 
First National Bank, Cobden; Ken- 
neth W. Lund, psychologist of the 
Chicago Board of Education; L. L. 
Matthews, president of the American 
Trust Company, South Bend, Indi- 
ana; George M. Wasem, Commercial 
National Bank of Peoria, who was 
clinic chairman; L. J. Smotherman, 
assistant vice-president, First Wis- 
consin National Bank, Milwaukee; 
and William B. Hall, vice-president, 
The Detroit Bank. 


* * * 


Trucking Study 


Tue Trucking Industry — Some 
Credit and Financial Aspects by 
Archie K. Davis is a recent industry 
study published by the ROBERT Mor- 
RIS ASSOCIATES. Mr. Davis is senior 
vice-president of the Wachovia Bank 
and Trust Co. in Winston-Salem, 
North Carolina, and has dealt ex- 
tensively in loans to this industry. 
The study is a result of cooperative 
efforts of the ROBERT Morris As- 
SOCIATES and the American Truck- 
ing Associations, Inc. 

The 20-page study is divided into 
four sections: Chapter I deals with 
the background of the industry; 
Chapter II treats the analysis of the 
components of the balance sheet and 
the profit and loss statement; Chap- 
ter III includes supplementary fac- 
tors of regulation, insurance, and 
management; Chapter IV is the 
presentation of the composite finan- 
cial statement of the industry. 
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The FLORIDA 
BANKERS ASSO- 
CIATION has 
published a school 
tour pamphlet. 
Discussing the 
project are shown 
Executive Secre- 
tary Floyd M. Call, 
School Tour Sub- 
committee Chair- 
man Roy H. Gibbs, 
vice-president, 
First National 
Bank, Orlando, 
and Roger W. 
Clapp, executive 
vice-president, Exchange National Bank, Winter Haven. 


| 


20 of America’s 25 Largest 


Businesses are Shawmut Customers* 


The National Sh awmut B ank 


40 WATER STREET, BOSTON 
Member Federal Deposit Insurance Corporation Capital and Surplus $30,000,000 
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NEW... PAYMENT COUPON BOOK 
which reproduces 
Perforations as Legibile as Printing 


@ More error-free postings per hour. 5/16” figures so outstanding 
Less eye-strain per day. that they are easily read at 


14 feet. 
@ Perfect identification of mail pay- 
ments. Faster personal service. 


@ More exact payments. Less follow- 
up costs and annoyances. 


@ Applicable to any account set-up. 
No supply problem. Less costs. 


Only by seeing this new book can appreciate its 
Many of the best legibility, flexibility and wodsanbanie jinn We 
known Banking Names invite you to write for an assortment of samples, per- 
in the Time Credit forated with amounts, dates and account classifications, 
Field have adopted No cost. No obligation. Write today. 

this ultra-modern Pay- 


ment Book on sight. jg ALLISON COUPON COMPANY, INC. 


INDIANAPOLIS 6, INDIANA 
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CULVER 
Dolly Madison’s practice paid off 


Dr. LairD, who contributes fre- 
quently to BANKING, is a widely 
known writer on psychology, im- 
dustrial relations, and related sub- 
jects. In the short article that fol- 
lows, he tells what two famous 
Americans did to improve their 
ability as conversationalists. 


talk when he is about a year 

old. The one-year-old may have 
a lot to say, but he has only three 
words, on the average, with which to 
say it. By the time he is two years 
old he can use 272 words—quite a 
gain. And when he starts to school 
he can use 2,562 words. 

When the average young person 
finishes the eighth grade he can rec- 
ognize 16,900 words, and at 16, 
when he finishes high school, he can 
recognize 47,300. He can recognize 
them, but he can’t use nearly that 
many in his conversation. 

Somewhere around age 16 this 
same average person begins to 
stand still in his talking. From then 
on he doesn’t pick up many more 
words, though he could easily. He 
clings to the same old errors in 
grammar. And he does nothing, as 
a rule, to break his bad conversa- 
tional habits, such as prying, gos- 
siping, monopolizing the talk, fault- 
finding, and all the rest. 

For most of us, it is the progress 
we make after age 16 that counts 
in social and business achievement. 
We learn to talk before we are 16, 
and without trying; after 16 we can 
learn to converse. 


Tn average person starts to 
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Practice 


DONALD A. LAIRD 


Two great conversationalists may 
be taken as examples—Benjamin 
Franklin and Dolly Madison. Con- 
versation was one of Franklin’s 
many accomplishments. With Dolly 
Madison, it was her principal ac- 
complishment, and one that gave her 
a permanent place in history. 

It is natural to suppose that such 
people were just “born conversa- 
tionalists,” until we discover that 
it was an art they deliberately set 
out to learn after they were 16. 

Dolly Madison was a widow of 
25 when she settled down to improve 
her conversational skills. A widow 
with little money, a small child on 
her hands, and just ordinary good 
looks could use conversation to help 
her matrimonial prospects. That 
situation gave her an incentive to 
improve her conversation as she 
helped her mother serve meals to 
lawyers and politicians in their 
Philadelphia boarding house. 

And to break the ice when start- 
ing conversations, she began to 
carry a new book with her. She was 
not a student, and her reading was 
superficial, but a recent book was 


Ben Franklin wrote out some rules 
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Your Conversation 


always a good topic for conversation 
which would not lead to a fight or to 
prying into other people’s business. 

Dolly had difficulty spelling, but 
she practiced good conversation. 
That practice paid off, for she re- 
mained a widow less than a year. 
Her new husband was a brilliant 
lawyer, short and shy James Madi- 
son, who lacked a sense of humor 
and dressed like an undertaker. 
Seventeen years older than Dolly, 
he was tone-deaf, and Dolly’s voice 
sounded a monotone to him, but her 
conversation made him feel relaxed 
and at ease—always a good start 
for matrimony. 

Franklin was an easy talker from 
the start. But in his teen-years he 
was just what a conversationalist 
should not be. He talked too much 
and he said the wrong things. He 
liked to show off how much he knew, 
and how little the other person 
knew. He liked to argue and back 
the other person into a corner. He 
was becoming a wet blanket. 

When he was 19 he began to 
realize something was wrong, and he 
was at loose ends with himself. 

During the idle time of a long ship 
voyage he sized himself up, and 
worked out his own “Plan for Fu- 
ture Conduct.” This self-analysis 
showed, among many things, that he 
made the mistake of arguing too 
hard and too often. So he “made it 
a rule to forbear all direct contradic- 
tion to the sentiments of others.” 

A conversational technique he de- 
cided upon was: “When you speak 
to a man, look in his eyes; when he 
speaks to you, look at his mouth.” 

Franklin got more benefit from 
his resolve to become a better con- 
versationalist than most persons do. 
Many try to do something about 
their conversation but make the 
natural mistake of trying to im- 
prove everything all at once. Frank- 
lin succeeded famously because he 
stuck to one point at a time. 
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Today it’s only 


Half a Loaf 


YESTERDAY'S dime bought a loaf of bread; today it buys 
you only half a loaf. 


Yesterday’s dollars that paid for a house and furniture, linens, 
silver, today have barely half as much buy in them. And the 
limits of fire insurance you bought to protect your investment 
in house and furnishings at yesterday’s values are only half- 
protection today. 


Half a loaf, to be sure, is better than none; and so is half 
enough insurance. But buying less fire insurance than today’s 
values demand is false economy. 


With building and furnishing costs soaring, chances are that if 
you haven’t increased your insurance limits apace, a fire would 
find you tragically under-insured. Why not have your local 
agent help you determine your requirements—today? 


Your local agent is constantly ready to serve you. Consult him as 
you would your doctor or lawyer. For U.S. F. & G. claim service in 
emergency, call Western Union by number and ask for Operator 25. 


V.S.F.& 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 
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Review of 1952 
State Banking Legislation 


Mr. VINCENS, a lawyer, is on the 
legal staff of the American Bankers 
Association and is assistant secre- 
tary of the Association’s Committee 
on State Legislation. He is a mem- 
ber of the New York and Boston 
bars. 

His review of banking legislation 
appears in instalments, of which 
this is the first. 


HIS has been not only an off- 
[veer but an abbreviated one for 

the state legislatures. Most of 
those which meet biennially hold 
their sessions in the odd-numbered 
years, and the business of three of 
the legislatures which meet every 
year is restricted largely to finan- 
cial and budgetary matters in even 
years. In the 16 states where ses- 
sions were held, there was nothing 
approaching last year’s marathon 
meetings. The sessions were uni- 
formly short. Even the Massachu- 
setts legislature, which sometimes 
seems to be in perpetual session, 
went home early in July. 

Some legislation did get enacted 
despite this handicap. Five more 
A.B.A.-recommended “Better Bank- 
ing Laws” were enacted. Three of 
these were enacted in Mississippi, 
where a legislative program, which 
also included salary increases for the 
banking department, authorization 
for banks to acquire property for 
automobile parking facilities, and 
the records-retention and microfilm 
provisions of the Model State Bank- 
ing Code, was carried through suc- 
cessfully by the Mississippi Bankers 
Association. 

Other laws, too, were of more 
than passing interest beyond the 
confines of the states which passed 
them. Accounts receivable legisla- 
tion, requiring public filing of notice 
of intention to assign accounts, was 
enacted in Arizona and Louisiana, 
and in Georgia, where the enactment 
was accompanied by repeal of the 
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1952 Legislative Sessions 


The following state legislatures met in regular session during 1952. The 
Georgia and Missouri sessions were continuations of the regular 1951 
biennial sessions. Those in Kentucky, Louisiana, Mississippi, and Virginia 


were the regular 1952 biennial sessions. 


sessions. 
Arizona 
California 
Colorado 
Georgia 
Kentucky 
Louisiana 
Maryland 
Massachusetts 


All others were regular annual 


Michigan 
Mississippi 
Missouri 

New Jersey 
New York 
Rhode Island 
South Carolina 
Virginia 


A.B.A.-RECOMMENDED STATUTES 


This table lists the states in order of the number and percentage of the 


34 A.B.A.-recommended Better Banking Statutes which they had enacted 
at the close of the 1952 legislative sessions. 


Total Acts Per- 
State Passed centage 


Idaho .. 30 88% 
88% 
Ore. ... 30 88% 
Pa: 85% 
Aris. ... @& 82% 
N-M. .. 82% 
Mich. 79% 
Wis. 79% 
Ala. 17% 
717% 
77% 
77% 
74% 
74% 
74% 
71% 
71% 


State 


Hawaii. . 
Utah 


old bookmarking statute. Filing stat- 
utes are now in force in 18 states. 
Validation statutes, so-called, are in 
force in 15 states and bookmarking 
statutes in two. 

An interesting New Jersey law 
permits acquisition of property nec- 
essary for the establishment of a 
“teller’s window” within 1,500 feet 
of any bank, thus filling the reeds 
of banks which presently have in- 
sufficient land for “drive-in banking” 
and parking facilities. 


Total Acts Per- 
Passed centage 


Total Acts Per- 
Passed centage 


59% 
59% 
59% 
59% 
56% 
56% 
56% 
56% 
53% 
53% 
53% 
53% 
50% 
50% 
50% 
47% 
44% 


State 


Iowa ... 20 
71% Miss. .. 20 
68% Neb. ... 20 
68% 
68% 
68% inn. .. 19 
68% 
65% 
65% 
65% 
65% 
62% 
62% 
62% 
59% 
59% 
59% 


71% 


Restrictions on branch banking 
were eased slightly in Virginia and 
New Jersey. Massachusetts em- 
powered credit unions to sell and 
cash checks, travelers checks, and 
money orders and, along with Mis- 
souri and New York, increased the 
size of loans which they may make. 
Virginia became the 37th state to 
enact a 5-day-week law. 

So far as legislative trends are 
concerned, the times seem to be re- 
flected in laws increasing lending 
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powers and loan limits, permitting 
lending operations by foreign banks, 
permitting larger deposits and 
greater dividends, extending the 
“bite” of dormant account laws, em- 
powering banks and other corpora- 
tions to make contributions, and per- 
mitting surviving spouses to with- 
draw some of a decedent’s funds 
prior to administration. 

These laws and many others of 
direct and indirect interest to banks 
are summarized below. Further de- 
tails of the provisions of any of 
them may be obtained from the Com- 
mittee on State Legislation. Addi- 
tional legislation will be reviewed 
next month. 


A.B.A.-RECOMMENDED STATUTES 


Louisiana No. 433. Amends CHECK 
OR DRAFT WITHOUT FUNDS ACT 
to increase maximum imprisonment for 
issuing worthless checks from 1 to 2 
years. 


Michigan No. 19. Enacts UNIFORM 
TRUST RECEIPTS ACT. Adds proviso 
that act does not affect carrier’s and 
warehousemen’s liens, nor repeal, mod- 
ify, nor amend “Motor Vehicle Sales 
Finance Act.” 


Mississippi H.B. 599. Enacts FINAL 
ADJUSTMENT OF STATEMENTS OF 
ACCOUNT ACT. Adds proviso that 
statements of account may be ren- 
dered by mailing with vouchers to de- 
positors’ addresses as shown on the 
books. 


Mississippi H.B. 599. Enacts PAY- 
MENT OF FORGED. OR RAISED 
CHECK ACT. Adds first clause of sug- 
gested additional Section 3. 


Mississippi H.B. 596. Enacts PAY- 
MENT OF STALE CHECK ACT. 

New Jersey c. 156. Enacts UNI- 
FORM PRINCIPAL AND INCOME 
ACT. 


ANTI-COERCION INSURANCE 
LAWS 


Virginia c. 317. Prohibits lender re- 
quiring borrower to purchase property 
insurance from particular company or 
agent. 


ARBITRATION 


Kentucky H.B. 377. Deletes from 
state arbitration statute provision that 
courts of equity have power over 
awards of arbitrators on equitable prin- 
ciples. 


ASSIGNMENT OF ACCOUNTS 
RECEIVABLE 

Arizona c. 132. Enacts filing statute, 
providing for filing of notice with sec- 
retary of state. 


Georgia No. 811. Enacts accounts 
receivable filing statute and repeals 
prior book-marking statute. Provides 
for filing of notice with Clerk of Su- 
prior Court of. county in which as- 
signor’s principal office is located. 
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Louisiana No. 298. Enacts accounts 
receivable filing statute, providing for 
filing of notice with Recorder of Con- 
veyances of “the parish in which is 
located the place or places of business 
of the assignor.” 


BANK BUILDING 


Massachusetts c. 160. Increases 
amount which bank may invest in al- 
terations or additions to bank building 
which it owns in two-year period with- 
out commissioner’s permission from 
$10,000 to $20,000. Permits banks to 
spend on leased premises with com- 
missioner’s approval up to 1/5 of 1% 
of deposits or $75,000 (was $50,000), 
whichever is lesser. 


BANK DEPARTMENT 


Georgia No. 780. Provides that in- 
corporation of trust companies, and 
granting of trust powers to existing 
corporations shall be subject to ap- 
proval of bank commissioner. 

Kentucky S.B. 162. Prescribes rules 
for issuance and distribution of regula- 
tions of state administrative agencies. 

Maryland c. 50. Provides for ex- 
amination of state banks at least twice 
every 18 months rather than twice 
every year. 

Michigan No. 144. Increases from 
$10 to $25 the maximum daily fee for 
services of each bank examiner en- 
gaged in annual examination of trust 
department, or engaged in examination 
of any financial institution at request 
of its directors. 


Michigan No. 197. Prescribes rights 
of public in administrative proceedings 
before state agencies. 


Mississippi H.B. 601. Increases sal- 
ary of state comptroller of banks from 
$7,500 to $10,000, increases maximum 
salary of bank examiner from $4,500 
to $6,000, and increases salary of secre- 
tary of department from $4,000 to 
$5,000. 


BANK INSTALMENT LOANS 


New Jersey c. 279. Amends penalty 
provisions of bank instalment loan law, 
to which national banks are not sub- 
ject, to correspond to Federal law, to 
which national banks are subject. (i.e., 
reduces penalty from forfeiture of un- 
paid balance and collateral security, to 
forfeiture of interest and liability for 
suit to recover double interest.) 


New Jersey c. 248. Makes technical 
amendment to statutory formula for 
computing refund of unearned interest. 

New York c. 427. Provides that where 
total late fees on loan exceed the 2% 
of loan or $15 limit, banks may never- 
theless collect the fees, but must re- 
fund excess to borrower within 60 days 
after loan is repaid. 


BRANCHES 


New Jersey c. 179. Permits any bank 
or savings bank to establish one teller’s 
window within 1,500 feet of principal 
office and of each branch office, for 


transaction of following business only: 
Receipt of deposits and monies due the 
bank, payment of withdrawals, cashing 
of checks and other items, issuance of 
cashier’s checks, treasurer’s checks, 
and money orders. Provides that banks 
may purchase property for establish- 
ment of such windows, and that cost of 
land and construction of teller’s window 
shall not exceed such sum as bank 
commissioner shall approve “taking 
into consideration the capital and sur- 
plus of the bank, and the surplus of 
the savings bank.” Provides that banks 
may provide parking facilities for cus- 
tomers as an incident to conduct of 
business at teller’s window. (Purpose 
is to permit establishment of drive-in 
facilities by banks which presently have 
insufficient space.) 

New Jersey c. 220. Eliminates popu- 
lation as factor in determining number 
of branches which bank may have in 
same municipality as principal office. 

Virginia c. 75. Extends to banks in 
counties the right to have branches 
within the county to same extent that 
banks in cities and towns may have 
branches within the municipal limits. 
Provides that location of parent or 
branch bank may be moved within 
limits of city, town or county if State 
Corporation Commission determines 
that public convenience and necessity 
will be served by such move. Allows 
Corporation Commission to authorize 
banks to operate facilities at VA hospi- 


tals or at naval or military establish- 
ments. 


CHATTEL MORTGAGES 


Louisiana No. 50. Provides that ma- 
terials, including machinery and manu- 
factured, constructed or prefabricated 
articles used in metal buildings or 
other facilities erected under Farm 
Storage Facility Loan Program may 
have status of movables for mortgage 
purposes. 


Louisiana No. 131, No. 473. 
gest under “Mortgages.” 


See di- 


COLLECTION 


North Dakota I.M. 1. Submitted to 
voters in November election, initiative 
measure providing for par clearance of 
all checks drawn on state banks, and 
providing penalty for violation. 


CONDITIONAL SALES 


Colorado H.B. 65. Provides that re- 
tail seller who transfers motor vehicle 
instalment sales contract to sales fi- 
nance company within 15 days of execu- 
tion is not “sales finance company.” 
Exempts from licensing provision of 
Instalment Sales Law, retail seller re- 
taining as owner less than 50 contracts 
per calendar year. Provides that such 
retail sellers and banks which previ- 
ously were exempted from licensing 
provisions, shall otherwise be subject 
to provisions of the regulatory law. 
Prohibits engaging in business of re- 
tail instalment seller without license. 


Georgia No. 639. Requires that con- 
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ditional bills of sale be filed for record 
within 30 days from their date. 


Michigan No. 103. Permits licensed 
dealers to finance their own instalment 
sales without being licensed as sales 
finance companies under Motor Vehicle 
Sales Finance Act, and increases deal- 
ers license fee from $10 to $20. 


CONTRIBUTIONS 


Kentucky S.B. 239. Empowers cor- 
porations to make donations for public 
welfare, scientific, religious or educa- 
tional purposes. 


Mississippi S.B. 361. Permits corpo- 
rations to make contributions out of 
earnings for charitable and related pur- 
poses. 


New York c. 819. Authorizes corpo- 
rations to make contributions to United 
Defense Fund, Inc. 


Rhode Island S.B. 141. Permits cor- 
porations to contribute in any one year 
to charitable, educational, scientific, 
patriotic or civic activities “conducive 
to the betterment of social and eco- 
nomic conditions,” not in excess of 1% 
of capital and surplus as of end of pre- 
ceding fiscal year; but contributions 
in excess of 1% may be authorized by 
stockholders. Prohibits contributions 
to institutions which own more than 
10% of voting stock of corporation or 
any subsidiary. 


CREDIT INSURANCE 


Louisiana No. 290. Permits sale of 
group life insurance to insure those 


making one-payment loans or pur- 
chases, as well as those making instal- 
ment loans or purchases. 


CREDIT UNIONS 


Massachusetts c. 162. Permits any 
credit union to sell negotiable checks 
drawn by it and payable by or through 
a trust company or national bank, to 
sell register checks, travelers checks 
and Amcrican Express Company money 
orders, to cash checks and money or- 
ders and to make charges for any of 
the foregoing, subject to rules and 
regulations of bank commissioner. 


Massachusetts c. 163. Increases 
mortgage loan limit from $8,000 to 
$10,000 on any one piece of real estate. 
Increases maximum real estate loans 
to one borrower from lesser of 5% of 
assets or $15,000, to lesser of 5% of 
assets or $20,000. 


Massachusetts c. 91. Increases max- 
imum permissible personal loan from 
$3,000 to $5,000. 

Missouri H.B. 368. Increases max- 
imum permissible unsecured loan from 
$300 to $500. 

New York c. 268. Increases from 
$500 to $750, maximum unsecured loan 
to a member, and from $2,000 to $3,000, 
maximum aggregate loans to a mem- 
ber. 7 

New York c. 270. Increases from 
$4,000 to $6,000, and from 4% to 6% 
of capital, maximum amount of net 
liability allowed any member on loans. 
Strikes out provision for deducting 
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shares and deposits credited. Increases 
from $5,000 to $8,000 maximum liabil- 
ity when assets of credit union exceed 
$3,000,000; defines net liability. 

South Carolina No. 822. Provides for 
organization, operation and supervision 
of cooperative credit unions. 

Virginia c. 22. Gives Corporation 
Commission the right to inquire into 
moral or business competence of those 
wishing to organize and operate a 
credit union. 


DEPOSITORIES 


Kentucky H.B. 403. Deletes provision 
that state depositories may execute to 
the state “a bond, with good surety, to 
be approved by the Treasurer and Gov- 
ernor” in lieu of pledge of securities as 
collateral for public deposits. Adds 
certain county bonds and housing com- 
mission obligations to list of securities 
eligible to be pledged. Deletes provi- 
sion that state shall be liable for safe- 
keeping of securities so pledged. 


Missouri H.B. 501. Provides that 
bonds issued by school districts having 
over 300,000 population be accepted as 
security for deposit of state, county 
and city funds, and be eligible for in- 
vestment of funds of any fiduciary. 


South Carolina No. 781. Makes Fed- 
eral Farm Loan bonds, Federal Inter- 
mediate Credit Bank debentures and 
Central Bank for Cooperatives deben- 
tures eligible to secure state deposits. 


Virginia c. 514. Permits deposit with 
Federal Reserve Bank of Richmond, of 
securities pledged by county deposi- 
tories with other banks or with state 
treasurer as collateral. 


DEPOSITS 


Georgia No. 777. Amends law pro- 
viding that upon death intestate of any 
person having deposit of not more than 
$600, bank may pay such deposit to 
surviving spouse, children, parents, or 
brothers and sisters and that receipt 
of such persons shall be full and final 
acquittance to bank and relieve it of 
all liability to depositor’s estate, by pro- 
viding that where deposit is more than 
$600, bank may pay to such persons 
any amount up to $600, and that receipt 
of such persons shall be acquittance 
for such amount as is paid. 


Louisiana No. 539. Authorizes any 
bank or other depository to pay sur- 
viving widow not more than $500 out 
of deposits of decedent, or out of de- 
posits of community between her and 
decedent, without any court proceed- 
ings, order or judgment authorizing 
payment or determining whether or not 
any inheritance tax is due. Relieves 
paying bank or other depository from 
liability for such payment. 

Massachusetts c. 186. Authorizes 
savings banks to deposit not more than 
1%4% of total deposits in FDIC insured 
deposits in banks and trust companies 
doing business in New York City. 

New Jersey c. 280. Permits fiducia- 
ries to acquire interest bearing time 
certificates of deposit and to deposit 
funds in interest bearing time accounts 


in amounts “insured in full” under Feq- 
eral law rather than in “an amount 
not exceeding $5,000 or any one trust 
estate in any one banking institution.’ 


New York c. 374. Requires banks to 
inform public welfare officials whether 
any person receiving hospital care at 
public expense or public assistance or 
care under social welfare law, has or 
had securities, funds or other property 
cn deposit or in its custody, and the 
amount or probable value thereof. 


New York c. 546. Permits school 
savings to be deposited in any trust 
company or state or national bank, or 
invested in shares of any savings and 
loan association located in the state. 
Formerly such savings could be de- 
posited only in a savings bank, unless 
there was none in the village or city, 
in which case they could be placed with 
banks or savings and loan associations. 


New York c 824. Consolidates into 
one statute provisions authorizing pay- 
ment without administration of debts 
payable to decedent’s estate by banks 
and other organizations. Sets forth 
procedure and places limit of $1,000 
for relatives and $500 for creditors on 
total amount that may be so received, 
rather than the limit of $500 which 
each bank was permitted to pay under 
old law. 


Rhode Island H.B. 876. Provides that 
deposit of any one savings bank in any 
one bank, trust company, or national 
bank shall not exceed capital and sur- 
plus of depository. (Former limitation: 
25% of capital and surplus.) 


Virginia c. 24. Repeals provision re- 
quiring trust companies or banks doing 
trust business to post notices in their 
lobbies of regulations in regard to mak- 
ing and withdrawing of time deposits. 
(There was no’ similar statute applic- 
able to strictly commercial banks.) 


DORMANT ACCOUNTS 


New York c. 62. Makes abandoned 
property law applicable to agencies of 
foreign banks by providing that “bank- 
ing organizations” includes agencies of 
foreign banks and that “deposits” in- 
cludes credit balances maintained by 
such agencies. 


New York c. 63. Makes subject to 
abandoned property law, dividends and 
other unclaimed funds of foreign bank- 
ing agencies remaining unclaimed in 
hands of bank commissioner after in- 
voluntary liquidation. 


New York c. 432. Provides that bal- 
ance of proceeds of sale of contents of 
safe deposit box after payment of 
charges by bank, trust company or sav- 
ings bank shall be deemed abandoned 
property, instead of being credited to 
account of delinquent boxholder 


FACTORS LIENS 


Rhode Island S.B. 244. Clarifies 
definition of factor. Makes factors lien 
statute applicable to any person, in- 
cluding banks and commission mer- 
chants, who advances money on secur- 
ity of merchandise. 
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here are stars in the sky 


as well as thunder and lichtning 


There is goodwill in the hearts of men at Christmas. There’s a warm welcome for 
the neighbor —a deep desire for friendship between nations—a determination to 
achieve lasting peace, ** Clouds scud along the horizon, sometimes building up to 
frightening thunderheads. Angry voices thunder without reason—and threats, like 
lightning, break and crash over the people’s heads. »« Yet the eternal stars are 
there — stars of Hope, of Faith, of Love—now dimmed or hidden by the clouds — 
now breaking through with a clarity and brilliance and strength that will not be 
denied. »« May these stars be seen and followed by the wise men of all nations. 


May they light the path to peace. That is the Christmas prayer of the people. 


CHRISTMAS 19852 BANKERS TRUST COMPANY. NEW YORK 


Once more we reprint this now familiar prayer of ours, exactly as it was written five critical years ago. 
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THE FAMILY DOLLAR 


EARL S. MacNEILL 
Vice-president, Irving Trust Company, New York 


Death/Life of a Business 


XECUTOR’S LIQUIDATION! Assets worth 
$3,000,000 put on sale at drastic reductions 
to provide funds for inheritance taxes and 

cash bequests! An old and famous firm going out 
of business! 

Such was the burden of an advertisement that 
appeared repeatedly in the New York papers in 
recent weeks. 

It can be assumed that, in the estate concerned, 
everything had been done that logically and practi- 
cally could have been done to avert forced liquida- 
tion; that loss of valuable good-will through dis- 
solution of the famed firm was inevitable. The 
story highlights the importance, nevertheless, of 
examining every situation where a business, or a 
large interest in a business, is destined to be an 
important part of the estate of a man or woman 
of substantial means. 

How can the sacrifices of forced sale be avoided? 

The ideal solution—a business insurance trust— 
requires ideal circumstances. If two people, for 
example, own a business between them, and both 
are insurable, then each will take out insurance 


“Just when I’d caught the First National Bank 
in the most embarrassing mistake, I woke up!” 


REPRINTED BY SPECIAL PER- 
MISSION OF THE SATURDAY 
EVENING POST. COPYRIGHT 
1952 BY THE CURTIS PUB- 
LISHING COMPANY. 


on the life of the other and will pay the premiums 
on that insurance. The insurance will be in approxi- 
mately the amount expected to be paid for the 
interest in the business of the one whose life is 
insured. 

The price of the respective partners’ interests will 
be determined by a formula specified in the trust 
agreement, or will be certified to the trustee from 
time to time by the two parties. If the business 
is in corporate form, each owner’s stock will be 
deposited with the trustee. The insurance will be 
payable to the trustee. Owner Adams dies; the 
trustee will collect the insurance proceeds; will 
pay the agreed price for the stock to the estate of 
Adams; will give Adams’ stock to the surviving 
owner, Blake. There will be provisions for instal- 
ment payments by Blake to the estate of Adams 
if the insurance proceeds are insufficient to pay 
the full purchase price; and Blake may take over 
from the estate of Adams the unneeded insurance 
on his own life by paying to the estate the current 
cash value of the policies. It is beautifully simple 
and efficient: there is a buyer who must buy the 
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stock and he is automatically provided with all or 
most of the purchase price. 

If one of the main owners is uninsurable, then the 
reciprocal insurance trust idea may have to be 
dropped. But if the co-owners have substantial 
means outside of the business, there still can be a 
stock-purchase agreement which will bind the 
estate to sell and the survivor or survivors to buy 
at a price pre-agreed or determined according to a 
pre-agreed formula. 

Not the least advantage of both of these systems 
is that a market value quite certainly is fixed for 
estate tax purposes. One of the gravest problems 
besetting the executor of an estate involving busi- 
ness interests is to come to an agreement with the 
taxing authorities on valuation—particularly where 
goodwill is an important factor. A stock purchase 
ecntract, honestly conceived and faithfully carried 
out, is top-drawer evidence of market value. 


Prevention Is a Method, Too 


After the binding agreement supported by the 
“wherewithal’—whether insurance proceeds or 
other assets—methods of preserving business- 
interest estates from bankruptcy tend to deteri- 
orate in effectiveness. Planning then largely must 
be within the family, rather than the business. 

One way is to reduce the tax liability by reduc- 
ing the estate through gifts of shares in the busi- 
ness to spouse, children or other members of the 
family. Objection to this often is that it scatters 
the ownership, but frequently by using the trust 
device a centralized control of the business can 
be maintained, however widely the trust’s benefits 
may be scattered. It is wise also to watch for 
other drains of cash from an estate—such as may 


be required, for example, where large legacies are 
payable in cash. Debts should be kept at a mini- 
mum, obviously. Sometimes the only practicable 
solution is the slow process of building reserves of 
sound, readily marketable bonds—even though the 
process may limit expansion of the business and 
involve some reduction of current family income. 

An old lawyer tells of the widow who complained 
bitterly to him about the high taxes in her hus- 
band’s estate. “Your husband could have avoided 
all of those taxes—” he began; and the woman’s 
indignation rose: “Well, why didn’t he?” Finished 
the lawyer, “He could have died broke.” 

No such drastic renunciation of the tax burden 
is recommended. Nor is the course of thought and 
action recommended of the man who recently said 
to us: “I don’t know why I keep piling things up. 
I know the business is overextended—and I’m get- 
ting no more out of it than when it was smaller. J 
don’t need any more; my family won’t need any 
more. It’s a game, I guess; and somehow I have to 
keep playing it. Yes, I'll die with a pile of paper 
assets and when the debts and taxes have to be 
paid the balloon will burst and there may not be 
anything left for the family .. .” 

So he had his way of dying broke, too, which 
was not in the comic sense of the old lawyer’s 
story. 

The trust officer of your bank is probably more 
aware of the problems of estate liquidation than 
anyone you know. He has seen estates that have 
been models of planning and estates that have been 
horrible examples of failure to plan. An hour of 
frank and confidential talk with him might mean 
all the difference between leaving a solvent estate 
and dying broke—the complicated, uncomic way. 


“Talking It Over with the Wife” 


HERE is judicial sanction, now, for the good old 
American custom of “talking it over with the 
wife.” 

The case came up in New York; it concerned a 
man who for the purpose of this story will be 
called Wade. At the age of 72, and ill, Wade put 
virtually all of his fortune, consisting of securities 
worth $600,000, in a revocable living trust with his 
bank. Wade and the bank were co-trustees. Under 
the original agreement, Wade was to receive the 
income as long as he lived; upon his death, one- 
third of the principal was to be paid his wife and 
the balance divided in equal shares among a brother 
and four sisters. Soon thereafter, Wade signed an 
amendment which cut the brother and sisters to 
$2,000 each and gave the balance to the wife; not 
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long later, Wade died. He left no will and there 
were no children. 

Under the law in New York, had Wade not made 
the trust, the wife, there being no will, would have 
received $10,000 and half of the residue; and the 
brother and sisters would have shared the remain- 
ing half. So it was in the interest of the “disin- 
herited” relatives to break the trust—if they could. 

They threw the book . . . it was just like a politi- 
cal campaign. They claimed Wade’s signature had 
been forged: that he was mentally incompetent to 
sign; that his signing of the documents had been 
brought about by fraud, coercion and undue influ- 
ence; and finally, as a matter of law, that the trust 
was “illusory’’—a point to be mentioned later. 

(CONTINUED ON NEXT PAGE) 


The trial brought out that Wade had been a man 
of keen intelligence, successful in business. Hus- 
band and wife had lived happily together for 20 
years. None of the sisters (who lived in various 
other states) had seen him during his illness; the 
brother had seen him once while on a visit to New 
York. The court found that Wade was of sound 
mind when he signed the documents and that the 
signatures were genuine. 

How about the fraud, coercion, and undue in- 
fluence? Now for the historic judicial declaration: 

“It is to be anticipated that a wife will, under 
ordinary circumstances, affect the judgment and 
thinking of her spouse. Indeed it would be strange 
if a faithful wife of 20 years did not exert some 
influence over her husband’s thought and action 
with respect to the disposition of his property. 
That such influence was in this case undue or im- 
proper is, however, entirely speculative and wholly 
groundless.” 

Hooray! the wife won—even on the “illusory” 
business. 


This was a claim that because the trust was re- 
vocable, and Wade received the benefit of it, and 
the bank co-trustee could take no investment action 
without Wade’s acquiescense—who could remove 
the trustee if it was stubborn—it was therefore 
not actually a trust at all but really no more than 
a custodian or agency account. 

The courts sustained the trust. It is notable 
however, that an able judge wrote a strong dissent. 
It looked like an illusory trust to him. 

This suggests the desirability of caution in con- 
nection with revocable trusts. The wise man does 
not press hard against the fence which is the literal 
letter of the law. In other states besides New York, 
trusts have been questioned which retain such 
broad powers to the maker as to be little more 
than custodian accounts. The law is not static; 
today’s dissent can be tomorrow’s rule. Where 
feasible the powers of the trustee should be made 
independent, and enlarged and tightened. Even 
revocability might be limited without substantial 
loss of flexibility. 


Tax Hint of-the-Month 


H™®: a hint that’s timely because there are 


only a few weeks in which to give it effect— 
for next year. 

The advantages of income-splitting between hus- 
band and wife are well known. Even though the 
husband, for example, earns all of the income it 
may be split, by filing joint returns, so that each 
is treated as a separate taxpayer. Thus income 
on which the husband pays a tax at high rates may 
in effect be transferred to the wife where it will 
be taxed at lower percentages. 

Realizing that unmarried taxpayers with family 
responsibilities suffered by comparison, Congress 
in 1951 amended the income tax law by giving to 
“heads of households” approximately one-half the 
advantage available to married couples. 

Necessary elements of the tax-reducing arrange- 
ment are: 

1. Citizenship of—or residence in—the United 
States. 

2. A condition of un-marriage. Bachelors (male 
or female) qualify; so do widows or widowers; 
divorced persons and persons separated by court 
decree (agreement is not enough). 

3. Maintenance of a home: dwelling house or 
apartment. The “head of household” must provide 
over half the cost. 

4. Living therein (save for temporary absences) 
one person who is either a dependent for whom an 
exemption may be claimed under the income tax 
law, or an unmarried child or stepchild or blood 
descendant, whether or not a dependent. 


5. This status (with exceptions in the case of 
divorce and legal separation) must have prevailed 
throughout the entire tax year. 

Tax-year 1953 is coming up. If you foresee the 
elements that might enable you to qualify as a 
head-of-household in 1953, act now. 


“Just our luck to hit these problems 
in an inflationary period!” 
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Better Bank Public Relations 
BY MAIL 


WILLIAM H. BUTTERFIELD 


T he human species must be handled with care; 
A lways be courteous, friendly, and fair. 

C onsider the customer’s point of view— 

T reat him as you’d want him to treat you! 


VALUABLE business asset, in letter writing, or any 
A other avenue of public relations, is that subtle 
quality called tact. Webster defines it as “ability 

to deal with others without giving offense.” 

In your personal, face-to-face contacts with others, 
you rely constantly on facial expression, gestures, and 
vocal inflection to impart the right shade of meaning 
to your words. A smile, a pause, or even a shrug can 
assure the intended interpretation of a statement that 
might otherwise be misunderstood. 

But when you write a letter, your words stand 
alone. There are no supplementary guideposts point- 
ing the way to correct interpretation. In a letter, 
tact is the absence of anything that might offend a 
sensitive reader. Or, as Howard W. Newton puts it, 
“Tact is the knack of making a point without making 
an enemy.” 

Some letter writers seem to have an uncanny apti- 
tude for using words that irritate their readers. For 
example, here is a paragraph from a letter requesting 
payment from an instalment loan customer: 

Perhaps your failure to make this payment has been 


due to mere neglect. Please clear this delinquency by 
attending to the matter at once. 


The request could have been made more courteously, 
and a great deal more effectively, in some such way 
as this: 

Probably this payment has just been overlooked. We 


know you will be glad to cooperate by giving it your 
attention today. 


Another bank letter, used to follow up the closing 

of accounts, contains this paragraph: 
If we have failed to serve you properly, won’t you 
tell us what the complaint has been? We hope you will 


let us know if there is any reason for dissatisfaction 
on your part. 


Obviously the word tact was not in the vocabulary of 
the man who dictated that first paragraph. How easy 
it is to eliminate the negative words and make the 
inquiry constructive: 

If the closing of your account has been due to any 
cause within our control, won’t you please let us know? 
Your complete satisfaction is our goal, and we want 
very much to continue serving you. 


To write tactful letters, one must know (1) what 
not to say at all, and (2) how to say what should be 
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said. This combination of requirements calls for good 
judgment which, in turn, is acquired through intelli- 
gence, experience in dealing with people, and practice 
in writing. Perhaps this analysis explains why tact 
is such a rare virtue in the mill run of business 
letters.* 


Or special timeliness this month is the following 
Christmas note used by P. B. Garrett, president, Texas 
Bank & Trust Company, Dallas, Texas. The message 
was mailed to a select list of personal friends who were 
customers of the bank. It was individually typed on 
special Christmas stationery, and was fully person- 
alized for each recipient: 


Dear John: 


As each Christmas season rolls around, we are 
reminded of the things for which we are most grateful. 
Your friendship is just that kind of cherished pos- 
session. 

Having you as a friend has enriched my life tremen- 
dously, and I am grateful for our association. It is my 
earnest desire that in the months ahead I may be able 
to send some real happiness your way. 

May your Christmas season be joyous and your bless- 
ings for the New Year bounteous. 

Sincerely, 


The following letter is used by George M. Ellis, 
vice-president, The United Savings Bank of Detroit. 
It is sent to depositors who have exceptionally good 
records in making weekly or semi-monthly deposits, 
with practically no withdrawals: 


Dear Mr. Morrison: 


While reviewing a group of savings accounts the 
other day, I was impressed with the series of steady, 
consistent deposits which you have been making over 
an extended period of time. 

In the rush of modern business, accounts such as 
yours often seem to go unnoticed. Your savings record, 
however, reveals such thrift and determination of pur- 
pose that we want to extend our hearty congratulations. 

The next time you are in the bank, I hope you will 
stop at my desk for a moment. It will be a pleasure to 
meet you and thank you personally for your fine 
account. 

Sincerely, 


Mr. Ellis reports that this congratulatory letter 
“has resulted in almost a 100 percent appreciative re- 
sponse from depositors receiving it.” In each case the 
message is individually typed and pen signed. 


*The foregoing commentary is adapted, in part, from the 
author’s article, “Putting the tact in contact—by mail,” which 
appeared originally in Printers’ Ink. 
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You cant help 2 worker |t. 


(The problem of of-the-job accidents) 


AMERICAN MUTUAL 


Service from salaried representatives in 78 offices! 
Savings from regular substantial dividends! 


GROUP ACCIDENT AND HEALTH-HOSPITALIZATION....WORKMENS 
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take a Bath! 
By Mr Friendly 


Av slips in a tub. . . and crash! 
He’s out for weeks and you're out cash. 
But what can you do? You cry in wrath, 


You can’t help a man take a shower or bath! 


You can’t keep him wrapped in cotton . . . alas, 
You can’t keep a good man under glass. 
And how many workers do you meet 


Who want their hands held ’cross the street? 


How can you cut down off-the-job losses? 


We have a program for workers ’n bosses . . . 


COMPENSATION....AUTOMOBILE....ALL FORMS LIABILITY INSURANCE 
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HOW To PROTECT YOUR INVESTMENT IN PROTECTION 
To help @0swer this vital off-the-joh Safety Problem, American Mutual’s 
Institute fo, Safer Living has developed the first Package Program of its 
2 : kind designed tO save lives, losses, and improve Worker efficiency and Morale. 
To protect your workers’ Pay checks, help them and their families to get 
800d medica] Care and Pay their hospital] bills, American Mutual and Mr. 
Friendly Offer you the best ip Modern Group Accident and Health and 
Hospitalization insurance Protection, For full details on this new Protection- 
Plus-service Program write American Mutua] Liability Insurance Company, 
3 Dept. B-12, 142 Berkeley St., Boston 16, Mass. 
O 1°52 AMERICAN INSURANCE company 


BANKING NEWS 


New High School 16 MM Film on “Using 
Bank Credit” Just Released By A.B.A. 


NEW black and white, 16-mm sound film has been added 

to the high school film series produced by the Public 
Relations Council of the American Bankers Association for 
loan by banks to high schools in their communities. This 
film, like others in the series, runs for 11 minutes and is 
entitled “Using Bank Credit.” 

The earlier films includes these titles: 

“Pay to the Order of—” (checks) 

“How Banks Serve” (basic bank services) 
“Money Talks!” (savings and thrift) 

“A Future to Bank On” (banking as a career) 

These films are shipped in a metal canister inserted in 
a fiber shipping case, labeled with the name of sponsoring 
bank or bank group. 

A complete list of the educational material which the 
Public Relations Council has produced for use by banks 
in connection with their school public relations programs— 
films and booklets—is included in a small booklet, just 
released, entitled “Take a Good Look at These Youngsters, 
Mr. Banker.” 


A.B.A. President W. Harold Brenton Makes 
Commission-Council-Committee Appointments 


HAROLD BRENTON, president of the American Bankers 

e Association, has announced his appointments to the 
various commissions, councils, and committees of the A.B.A. 
BANKING here lists the chairmen of those groups, together 
with appointments to the executive council and to the board 
of regents of The Graduate School of Banking: 


Executive Council—Julian B. Baird, president, First Na- 
tional Bank of St. Paul, Minnesota. 

Francis H. Beam, senior vice-president, The National City 
Bank of Cleveland, Ohio. 

Maurice L. Breidenthal, president, Security National 
Bank, Kansas City, Kansas. 

A. T. Donhowe, vice-president, Central National Bank & 
Trust Company, Des Moines, Iowa. 

Frank L. King, president, California Bank Los Angeles. 

Oscar M. Love, vice-president, Albuquerque (New Mexico) 
National Bank. 

R. Otis McClintock, president, First National Bank and 
Trust Company, Tulsa, Oklahoma. 

T. J. O’Brien, vice-president, Second National Bank, Hous- 
ton, Texas. 

Hayes Picklesimer, president, Kanawha Valley Bank, 
Charleston, West Virginia. 

D. F. Richards, president, American National Bank of 
Idaho, Idaho Falls. 

Francis A. Smith, first vice-president, The Marine Trust 
Company of Western New York, Buffalo. 


Ben H. Wooten, president, First National Bank in Dallas, 
Texas. 


Agricultural Commission—W. W. Campbell, president, 
National Bank of Eastern Arkansas, Forrest City, Arkansas. 
_Bank Management Commission—Raymond C. Deering, 
vice-president and comptroller, Manufacturers Trust Com- 
pany, New York. 

Commerce and Marine Commission—Fred I. Kent, direc- 
tor, Bankers Trust Company, New York; Vice-chairman 


E. C. Sammons, president, United States National Bank, 
Portland, Oregon. 
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Country Bank Operations Commission—W. M. Willy, 
president, Security Bank, Madison, South Dakota. 

Credit Policy Commission—Fred F. Florence, president, 
Republic National Bank of Dallas, Texas. 

Economic Policy Commission—W. Randolph Burgess, 
chairman, executive committee, The National City Bank of 
New York. 

Instalment Credit Commission—Paul M. Welch, vice- 
president, The Citizens & Southern National Bank, Atlanta, 
Georgia. 

Small Business Credit Commission—William F. Kelly, 
executive vice-president, The Pennsylvania Company for 
Banking and Trusts, Philadelphia. 

Public Relations Council—F rank M. Totton, vice-president, 
The Chase National Bank, New York. 

Research Council—V. W. Johnson, president, First Na- 
tional Bank, Cedar Falls, Iowa. 

Advisory Committee on Special Activities—W. L. Hem- 
ingway, chairman, executive committee, Mercantile Trust 
Company, St. Louis, Missouri. 

Committee on Federal Depository Functions and Fiscal 
Procedures—C. Edgar Johnson, vice-president, The First Na- 
tional Bank of Chicago. 

Committee on Federal Legislation—George R. Boyles, 
president, Merchants National Bank in Chicago. 

Finance Committee—J. F. Kennedy, president, First Na- 
tional Bank, New Hampton, Iowa. 


Psundation for Education in Economics (Board of Trus- 
tees)—Frank C. Rathje, president, Chicago City Bank and 
Trust Company, Chicago. 

Government Borrowing Committee—Robert V. Fleming, 
president, The Riggs National Bank, Washington, D. C. 

Insurance and Protective Committee— Harry F. Harring- 
ton, vice-president, The Boatmen’s National Bank, St. Louis, 
Missouri. 

Organization Committee—Barney J. Ghiglieri, president, 
Citizens National Bank, Toluca, Illinois. 

Committee on Service for War Veterans—Edwin P. 
Neilan, executive vice-president, Equitable Security Trust 
Company, Wilmington, Delaware. 

Committee on State Legislation and State Legislative 
Council—Sherman Hazeltine, president, The Bank of Ari- 
zona, Prescott. 

Supplemental Pension .Fund Committee (Board of Trus- 
tees)—Frank L. King, president, California Bank, Los 
Angeles. 

Treasury Savings Bonds Committee—H. Frederick Hage- 
mann, Jr., president, Rockland-Atlas National Bank of 
Boston. 

The Graduate School of Banking, Board of Regents—Lane 
W. Adams, vice-president, First National Bank, Salt Lake 
City, Utah; Miles Poindexter, II, trust officer, American Na- 
tional Bank and Trust Co., Danville, Virginia (class of 
1952); Guy E. Reed, executive vice-president, Harris Trust 
and Savings Bank, Chicago. 


Texas School of Investment Sponsored by 
A.1.B. Was Attended by 50 Lone Star Bankers 


vice-presidents, assistant vice-presidents, 
cashiers, assistant cashiers, investment analysts, trust 
officers, and examiners made up the student body of 50 
bank men mostly from smaller communities who attended 
the Texas School of Investments conducted by the American 
Institute of Banking at Camp Carter, near Fort Worth, on 
November 10-14. Cooperating with the National Office of 
the Institute were these groups: Fort Worth and Dallas 
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chapters, Fort Worth and Dallas Clearing House associa- 
tions; and Texas Christian University. 

“This venture in adult education,” said Dr. Leroy Lewis, 
the A.I.B.’s national educational director, “is an experi- 
mental project authorized by the Executive Council of the 
Institute. The Council is anxious to have the Institute’s 
educational materials placed in the hands of bankers 
throughout the country and is especially anxious that these 
materials be available to bankers in the smaller commu- 
nities that do not have chapters or study groups.” 

A faculty of 26 leading investment authorities conducted 
the classes. (Advance story on page 88, October BANKING.) 


Three Sets of 1953 Display Posters Ready 


HREE complete sets of 12 posters each, featuring com- 

mercial, savings, and trust subjects, for lobby and win- 
dow display purposes during 1953 have been released by 
the Advertising Department of the A.B.A. These new 
poster series meet the standard set in previous years by the 
Department. 


Thirty-Eight GSB Theses Selected for the 
A.B.A. and Rutgers University Libraries 


Tumry-nicur theses prepared by banker-members of the 
class of 1952 of The Graduate School of Banking have been 
accepted for placement in the libraries of the American 
Bankers Association and of Rutgers University 

The 38 theses chosen this year for the libraries were 
selected from the 338 submitted by members of the Class of 
1952. To be approved for inclusion in the libraries a thesis 
must first receive a recommendation from a panel of exam- 
iners specializing in the subject. The recommendation of 
library acceptance is made to the Library Thesis Committee 
of the School, which makes the final selections. 

The theses will be available for reference at the A.BA. 
Library. They will be circulated on request to A.B.A. mem- 
ber institutions and graduates or students of The Graduate 
School. Circulation is limited to the continental United 
States; only one thesis may be borrowed at a time; it may 
be retained for one week; and the borrower is required to 
pay return shipping costs. The theses are now being printed 
and will be ready for distribution about January 1. 

Each thesis will be condensed by its author for inclusion 
in Present Day Banking 1953, to be published by BANKING 
early next year. The 38 authors and their theses are: 

Thomas M. Ainslie, vice-president, National Shawmut 
Bank, Boston; Prerequisites for Selecting an Urban Branch 
Location. 

Ben S. Barnes, Jr., assistant vice-president, First National 
Bank, Atlanta; Gray Goods Cotton Mills and Short Term 
Bank Credit. 

P. Alden Bergquist, assistant cashier, First National 
Bank, Chicago; City of Chicago—An Analysis of Its Debt 
Structure. 

Howard Blake, examiner, Federal Reserve Bank, Cleve- 
land; The Reserve for Bad Debts as It Applies to Banks. 

E. Parker Calvert, assistant cashier, First National Bank, 
Boston; Federul Funds and Their Relation to Interbank 
Transfers and Payments. 

Charles W. Eliason, Jr., trust officer, Commercial National 
Bank, Peoria, Illinois; Investment Performance of the 
Mutual Funds. 

Roy A. Ely, assistant trust officer, Lincoln Rochester Trust 
Company, Rochester, New York; Business Insurance and 
the Business Insurance Trust. 

Frederick C. Farnsworth, manager, Government bond 
department, Chemical Bank & Trust Company, New York; 
Federal Intermediate Credit Bank Debentures. 

Lloyd B. Ferrell, president, Southwest National Bank, 
Wichita, Kansas; Broomcorn. 

James P. Ford, cashier, Bank of Belmont, North Carolina; 
The Changing Role of the Federal Reserve System in Mone- 
tary Control. 
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National Credit Conference, Chicago, Jan. 26-28 


| cpsmene have been expressing an unusual interest in the 
annual National Credit Conference of the A.B.A. Credit 
Policy Commission to be held in Chicago, January 26-28. 
Held so shortlly after the Inauguration, with authoritative 
speakers from industry, Government, and finance, the con- 
ference should aid bankers in a reappraisal of the economic 
situation and help them to formulate new plans. See p. 75. 


Fred N. Garrett, Jr., personal trust officer, Chase National 
Bank, New York; Escrows of Personal Property. 

John U. Grissinger, trust officer, Bank of New York; 
Legal Common Trust Funds in New York. 

John J. Hoy, head of planning department, Federal Re- 
serve Bank, Cleveland; The Control of Bank Forms. 

Edwin H. Keep, executive vice-president and cashier, First 
National Bank, Meadville, Pennsylvania; Chattel Mortgage 
Financing in Pennsylvania. 

John A. Kley, vice-president, County Trust Company, 
White Plains, New York; Savings Deposit Accounting on 
Tabulating Equipment. 

William C. Knox, vice-president and cashier, First Na- 
tional Bank, Smithton, Pennsylvania; Developing 4-H Club 
Members as Potential Customers of Rural Banks in Western 
Pennsylvania. 

J. Burnett Lapham, assistant cashier, Citizens National 
Bank, Towanda, Pennsylvania; A Plan for Modernizing the 
Accounting System of a Country Bank with Assets of Ap- 
proximately $5,000,000. 

Tuh-Yueh Lee, bank manager, Bank of China, New York; 
The Evolution of Banking in China. 

Fred W. Lezgus, comptroller, West Side Trust Company, 
Newark, New Jersey; The Importance of Direct Verification 
in a Commercial Bank Audit Program. 

Bruce H. MacLeod, vice-president, Union Trust Company, 
Springfield, Massachusetts; Risk Capital for Small Manu- 
facturers in New England. 

Dominick J. Mastellon, assistant vice-president, County 
Trust Company, White Plains, New York; Avoiding Pitfalls 
in Administration of Field Warehouse Loans. 

Bernard T. McGowan, assistant national bank examiner, 
Comptroller of the Currency Office, Boston; Financing the 
Cranberry Crop. 

William H. McMaster, Jr., assistant treasurer, Guar- 
anty Trust Company, New York; Copartnership Nominee 
Registration by Banks in New York State. 

John C. Mitchell, assistant cashier, Denver National Bank, 
Denver, Colorado; The Beet Sugar Industry in the United 
States and Its Bank Financing. 

John E. Parkerson, assistant vice-president, Citizens and 
Southern National Bank, Atlanta; Record Keeping for Small 
Business Firms. 

Michael A. Pawlak, assistant secretary, Yonkers (New 
York) Savings Bank; The Significance of the Parking Prob- 
lem in Central Business Districts and Some of the Considera- 
tions Involved in Financing Publicly Owned Off-Street Park- 
ing Facilities. 

Charles R. Pricher, special assistant, Federal Reserve 
Bank, New York; The Staff Conference Group as a Practi- 
cal Approach to Improved Employee Relations and Effec- 
tiveness. 

Harris S. Richardson, Jr., assistant investment officer, Old 
Colony Trust Co., Boston; The Valuation of Pension Funds. 

Alvah Rogers, Jr., assistant vice-president, Chicago Title 
and Trust Company; Federal Estate Tax Apportionment. 

John W. St. Clair, assistant cashier, Mellon National Bank 
and Trust Co., Pittsburgh; The Rating Ratio—A Statistical 
Approach to the Evaluation of Bank Condition Statements. 

Edwin L. Scanlan, assistant real estate officer, Greenwich 
Savings Bank, New York; Public Housing Trends in New 
York City. 

James F. Schneider, assistant treasurer, Marine Midland 
Trust Company, New York; Construction Loans for Your 
Short Term Portfolio. 

Henry A. Schulenburg, assistant secretary, Hamburg Sav- 
ings Bank, Brooklyn, New York; Cooperative Housing 
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Under Section 213 FHA, an Informative Study for the Bene- 
fit of the Mortgage Lender. 

John B. Stevenson, assistant cashier, First National Bank, 
Atlanta;Methods of Inventory Valuation and Their Effect 
on Balance Sheets and Operating Statements. 

Maurice F. Tehan, assistant vice-president, Industrial 
National Bank, Detroit; Coin Banks and Public Relations. 

Robert E. Weis, assistant mortgage officer, Kings County 


Advisory Board Members Chosen 


Tue Advisory Board to the A.B.A. Instalment Credit Com- 
mission, plans for which were announced some months ago, 
has been formed. It is composed of leading bankers in the 
field of instalment lending from every state in the Union. 

The Board was organized to “improve banks’ procedures 
in this type of lending, as well as their understanding of the 
broad aspects of this business.” 

A recent bulletin of the Instalment Credit Commission, 
which told of the Board’s formation, had this to say: “The 
Board, which will work at the local and state levels, will be 
made up of one or more outstanding instalment credit opera- 
tors in each state. It will act in an advisory capacity to the 
Commission; and it is our belief that with its advice and 
counsel we will be able to develop a much broader under- 
standing of the business on a national basis.” 

The membéts of the new Advisory Board are: 

Alabama—Curtis Kendall, vice-president, American Na- 
tional Bank, Mobile; Robert C. Owens, assistant vice-presi- 
dent, First National Bank, Birmingham. 

Arizona—R. M. Jaap, assistant vice-president, First Na- 
tion Bank of Arizona, Phoenix; Jo. Abbott, vice-president, 
Valley National Bank, Phoenix. 

Arkansas—George M. Rorex, vice-president, Peoples Na- 
tional Bank, Little Rock; Louis E. Hurley, president, Ex- 
change Bank and Trust Company, El] Dorado. 

California—D. Z. Albright, vice-president, Security-First 
National Bank, Los Angeles; J. O. Elmer, assistant vice- 
president, American Trust Company, San Francisco; Ed- 
ward Landis, vice-president, Anglo California National 
Bank, San Francisco; K. J. Wilt, assistant vice-president, 
Bank of America, San Francisco. 

Colorado—Giles F. Foley, vice-president, Denver National 
Bank, Denver; C. L. Sayre, cashier, National State Bank, 
Boulder. 

Connecticut—David C. Hewitt, vice-president, Hartford 
National Bank & Trust Company, Hartford. 

Delaware—Paul J. Roney, assistant vice-president, Equi- 
table Trust Company, Wilmington. 

District of Columbia—J. D. Bowersock, executive vice- 
president, Union Trust Company, Washington; William A. 
Spaugh, assistant vice-president, American Security & Trust 
Company, Washington. 

Florida—James F. Adams, vice-president, First National 
Bank, Tampa; John M. Sessions, assistant vice-president, 
First National Bank, Miami. 

Georgia—W. J. Miller, Jr., vice-president, Commercial 
Bank, Thomasville; C. T. Hardeman, vice-president, First 
National Bank, Atlanta. 

Idaho—J. C. Beach, vice-president, The Idaho First Na- 
tional Bank, Boise. 

Illinois—Kenneth R. Wells, vice-president, American Na- 
tional Bank, Chicago; Harry E. Rogier, president, First 
National Bank, Vandalia; Keith G. Cone. vice-president, 
LaSalle National Bank, Chicago. 

Indiana—G. Schuyler Blue, vice-president, American Na- 
tional Bank, Indianapolis; L. D. McConnell, vice-president, 
The Citizens Nationa] Bank, Evansville. 

Iowa—L. A. Rodenbaugh, Jr., vice-president, Iowa State 
Bank, Des Moines; Francis H. Darland, vice-president, First 
National Bank, Mason City; Lehman Plummer, vice-presi- 
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Savings Bank, Brooklyn; A Point System of Rating Mort- 
gage Loans on Apartment Houses. 

Ellsworth B. Woodland, assistant branch manager, Chemi- 
cal Bank & Trust Company, New York; Insurance Premium 
Financing and a National Experience Survey. 

Charles G. Wright, economist, Federal Reserve Bank, 
Chicago; Home Mortgage Financing in the Seventh Federal 
Reserve District from 1946 to 1950. 


News for Instalment Credit Men 


Jtems and Comment from Our Instalment Credit Commission and Other Sources 


dent, Central National Bank & Trust Co., Des Moines, Iowa. 

Kansas—C. W. Larson, vice-president, Merchants Na- 
tional Bank, Topeka; Paul H. Woods, vice-president, First 
National Bank in Wichita, Wichita. 

Kentucky—Hugh Schwab, Jr., vice-president, Lincoln 
Bank & Trust Company, Louisville; Arthur W. Brown, vice- 
president, First National Bank, Louisville. 

Louisiana—Edward A. Amar, assistant vice-president, 
National Bank of Commerce, New Orleans. 

Maine—Robert R. Chaney, vice-president, 
Trust Company, Augusta. 

Maryland—J. A. Luetkemeyer, vice-president, The Equi- 
table Trust Company, Baltimore. 

Massachusetts—William W. McCarthy, vice-president, 
National Shawmut Bank, Boston; William T. Sweeney, vice- 
president, Worcester County Trust Company, Worcester. 

Michigan—Richard D. Mange, vice-president, National 
Bank of Detroit, Detroit; Edward J. Frey, president, Union 
Bank of Michigan, Grand Rapids; Charles E. Finley, presi- 
dent, Industrial State Bank, Kalamazoo. 

Minnesota—Charles E. Harmon, vice-president, North- 
western National Bank, Minneapolis; Frank P. Powers, 
president, Kanabec State Bank, Mora; Russell H. Johnson, 
assistant vice-president, First National Bank, St. Paul. 

Mississippi—Orrin H. Swayze, vice-president, First Na- 
tional Bank, Jackson. 

Missouri—Cyril Jedlicka, vice-president, City Nationa) 
Bank, Kansas City; Paul H. Young, vice-president, Boat- 
men’s National Bank of St. Louis, St. Louis. 

Montana—F. M. Gannon, vice-president, Union Bank & 
Trust Company, Helena; R. L. Thompson, assistant vice- 
president, Montana National Bank, Billings. 

Nebraska—E. N. Solomon, vice-president, First National 
Bank, Omaha; G. H. Crane, assistant vice-president, First 
Nationa] Bank, Lincoln. 

Nevada—L. W. Scott, vice-president, First National Bank 
of Nevada, Reno. 

New Hampshire—Merton E. Thompson, vice-president, 
Peoples National Bank, Claremont; Roland B. Burnham, 
treasurer, Nashua Trust Company, Nashua. 

New Jersey—Daniel A. Leary, vice-president, Fidelity 
Union Trust Company, Newark; Edward H. Roden, vice- 
president, Passaic-Clifton National Bank & Trust Company, 
Passaic. 

New Mexico—George Biefer, vice-president, First Na- 
tional Bank, Albuquerque. 

New York—J. Andrew Painter, vice-president, National 
City Bank, New York; Charles H. Thierolf, vice-president, 
Oneida National Bank & Trust Company, Utica; Horace 
Rogers, president, National Bank of Geneva, Geneva. 

North Carolina—Philip Woollcott, president, The Bank of 
Asheville, Asheville; W. E. Godwin, assistant vice-president, 
American Trust Company, Charlotte. 

North Dakota—William Graves, vice-president, First Na- 
tional Bank, Fargo. 

Ohio—Clyde C. Shively, vice-president, Ohio National 
Bank, Columbus; Tim Gallivan, vice-president, First Na- 
tional Bank, Cincinnati; A. F. Goodman, vice-president, 
Winters National Bank & Trust Company, Dayton. 

Oklahoma—A. E. Bradshaw, president, National Bank of 
Tulsa, Tulsa; W. M. Harrison, assistant vice-president, 
First National Bank & Trust Company, Oklahoma City. 


Depositors 
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Oregon—William bell, vice-president, First National 
Bank, Portland. 

Pennsylvania—John Reilley, vice-president, The Pennsyl- 
vania Company, Philadelphia; Thomas Gormly, vice-presi- 
dent, Peoples First National Bank, Pittsburgh; William J. 
Flynn, president, The Bank of Erie, Erie. 

Rhode Island—Fred J. Otis, assistant secretary, Rhode 
Island Hospital Trust Company, Providence. 

South Carolina—M. A. Appleby, vice-president, Citizens & 
Southern National Bank, Charleston; J. Glenn Cook, assis- 
tant cashier, South Carolina National Bank, Columbia. 

South Dakota—G. Oliver Nordby, vice-president, North- 
west Security Nationa] Bank, Sioux Falls; John M. Patton, 
president, Mitchell National Bank, Mitchell. 

Tennessee—John L. Wilson, vice-president, Park National 
Bank, Knoxville; A. E. Batts, vice-president, Third Na- 
tional Bank, Nashville. 

Texas—W. R. Byers, assistant vice-president, City Na- 
tional Bank, Houston; Albert Joekel, assistant vice-president, 
First National Bank, Houston; John L. Gibson, vice-presi- 
dent, Republic National Bank, Dallas; J. Henry Simpson, 


vice-president, American National Bank, Beaumort, Texas. 

Utah—D. Owens Thurman, vice-president, First Security 
Bank of Utah, Salt Lake City; Arthur Ridd, assistant vice- 
president, Continental Bank & Trust Company, Salt Lake 
City. 

Vermont—William M. Lockwood, president, Howard Na- 
tional Bank & Trust Co., Burlington. 

Virginia—Alex Donnan, vice-president, First National 
Exchange Bank, Roanoke; Thomas C. Boushall, president, 
The Bank of Virginia, Richmond. 

Washington—Edwin F. Brandt, assistant vice-president, 
The Old National Bank, Spokane; William Lauman, vice- 
president of the Seattle-First National Bank, Seattle, Wash- 
ington. 

West Virginia—J. A. Turner, vice-president, Kanawha 
Valley Bank, Charleston. 

Wisconsin—Carl M. Flora, vice-president, First Wiscon- 
sin National Bank, Milwaukee; Robert G. McCord, assistant 
vice-president, Bank of Sheboygan, Sheboygan. 

Wyoming—R. C. Leonard, assistant vice-president, Wyo- 
ming National Bank, Casper. 


News On Savings Banking 


Items and Comment from Our Savings and Mortgage Division and Other Sources 


Housing and Servicemen’s Acts Booklet 


COMPLETE revision of the Summary of the National 
Housing Act and Servicemen’s Readjustment Act outlining 
the principal characteristics of FHA and VA loans has been 
made by the Savings and Mortgage Division of the A.B.A. 
and copies have been sent to 1,700 mortgage officers and 
all mutual savings banks. The last revision of the Summary 
was made as of June 15, 1951. 

Upon the suspension of real estate credit controls under 
Regulation X, on September 16, 1952, new maximum mort- 
gage amounts were announced for FHA loans and new mini- 
mum downpayment requirements for VA loans. The new 
Summary conforms with the new regulations. 

This booklet gives details of each title under which FHA 
loans are authorized in the Housing Act and GI loans under 
the GI bill, together with tables illustrating maxiraum and 
minimum loan amounts presently permitted. 

Additional booklets are available at 25 cents per copy. 


Christmas Clubs at All-Time High 


ATIONAL PROSPERITY WEEK, which starts Monday, Decem- 
ber 1, is the week when $1,023,000,000 will be distributed to 
11,712,000 Christmas Club members by approximately 6,400 
banking and savings institutions. 

This is an all-time high, about 7.5 percent ahead of last 
year, according to the Christmas Club Corporation. 

The average per member distribution is about $87.35 for 
the entire country. In the big metropolitan areas the aver- 
age is approximately $98.90. The total number of individual 
members is about 7.7 percent above a year ago. 

A survey indicates the funds will be used about as 
follows: 

Percent Dollar Volume 
Permanent savings 29 $ 296,670,000 
Insurance premiums 8 81,840,000 
Mortgage payments 2 20,460,000 
Year-end bills 10 102,300,000 
Taxes 8 81,840,000 
Christmas purchases 38 388,740,000 
Education 2 20,460,000 
Miscellaneous 3 30,690,000 


100 $1,023,000,000 
New York State leads in distribution of the checks. 
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Countrywide, about 23 percent of the entire fund will be 
distributed by 94 institutions, each of which has more than 
a million dollars. Bank of America has the biggest dis- 
tribution, $33,000,000 


New York Mutual Fund Officers 


HE directors of Institutional Investors Mutual Fund, Inc., 
organized by the Savings Banks Association of the State of 
New York to facilitate investment in equities and common 
stocks, held their first meeting in New York recently. 
J. Wilbur Lewis, president, Union Dime Savings Bank of 
New York, was elected president of the Fund. 

Investments by savings banks in New York State in 
equities and common stocks was authorized by the last 
session of the New York State Legislature. (See story on 
page 85 of September BANKING for further details.) 

Other officers selected at the meeting include: Executive 
vice-president, Alfred C. Middlebrook, vice-president, East 
River Savings Bank; vice-president, A. Edward Scheer, 
vice-president, Dime Savings Bank of Brooklyn; secretary, 
E. Henry Powell, executive secretary, Savings Banks Asso- 
ciation of the State of New York; and treasurer, William 
H. Harder, vice-president, Buffalo Savings Bank. 


Dollar Outlook Brighter 


Sean on the outlook for the dollar at the 59th annual 
meeting of the Savings Banks Association of the State of 
New York last month, Professor Raymond Rodgers, New 
York University, said “the outlook for our dollar is con- 
siderably brighter than it has been since 1940.” He gave 
these reasons for his optimism: 

“The gold position of the dollar is strouger. 

“The money management position of the dollar is 
stronger. 

“The political position of the dollar is stronger. 

“The economic position of the dollar is far stronger. 

“The economic position of the dollar is stronger because 
the consumer feels that prices are high and has decided 
to save instead of buy.” 

Earl B. Schwulst, association president and president, 
Bowery Savings Bank, spoke on branch problems. “A solu- 
tion of this problem,” he said, “could best be found in 
legislation that would give discretion to the Superintendent 
of Banks with respect to allowing a branch or branches of 
a savings bank within any particular banking district, or 
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within some reasonable radius of the bank’s head office.” 
_ Another speaker, Robert M. Catharine, president, Na- 
tional Association of Mutual Savings Banks, and president, 
Dollar Savings Bank, New York City, discussed the report 
of the association’s committee on savings bank branches. 

“The committee,” he said, “went into the question of 
whether or not savings banks are a threat to the continued 
existence and prosperity of commercial banks” and “found 
that this was not so.” 

Henry Bruére, former chairman and president, Bowery 
Savings Bank, and former association president, advocated 
that “the banks organize a two-day discussion of the sub- 
ject of inflation, its causes, and remedies, by the best 


equipped persons in America—statesmen, economists, busi- 
nessmen, labor leaders, and consumers.” Mr. Bruére sug- 
gested that it was within the province and duty of savings 
bankers of New York State “as the custodians of $13- 
billion of desired security, hopes, stored energies, and 
financial power of the people of the state to raise the level 
of intelligent discussion of the question.” 

Another speaker, William A. Lyons, New York State 
Superintendent of Banks, advocated limited borrowing 
powers for New York savings banks to help them meet 
sudden changes in their cash requirements. “We should not 
shrink from it,” he said, “because it breaks with the long 
savings bank past in our state.” 


Nuggets from Savings Conference 


‘Two HUNDRED executives in charge of savings departments 
and of mortgage lending operations of leading banks in 
five Middle West states met at the Hotel Nicollet in Minne- 
apolis last month in a Regional Savings and Mortgage 
Conference under the auspices of the A.B.A.’s Savings and 
Mortgage Division. 

Wendell T. Burns, senior vice-president of the North- 
western National Bank, Minneapolis, is president of the 
Division. Arrangements for the two-day meeting were 
made by a local committee headed by F. A. Amundson, vice- 
president of the Midway National Bank, St. Paul. 

Since BANKING must cover several meetings in this issue, 
it is impossible to give a full report on this Conference. 
So we’re doing the next best thing—presenting extracts 
from the addresses: 


Savings Dollar Volume 


WENDELL T. BURNS, president, Savings and Mortgage 
Division, and senior vice-president, Northwestern National 
Bank, Minneapolis, Minnesota. 


Recently the growth in savings has nearly equaled the 
unprecedented gains that were achieved during World War 
II, when full employment and high wages, coupled with 
a searcity of things to buy, resulted inevitably in an 
exceptionally large rate of savings. 

Of the total growth during the past year, the largest 
dollar volume of liquid savings has been in banks. The 
combined total of savings increase in banks was $4.1- 
billion for the 12 months ending July 30, which brought 
the total of savings in all banks in the country to $61.3- 
billion. It is interesting to note that the percentage in- 
crease in mutual savings banks was 7 percent, which was 
nearly identical to the percentage increase made by the 
savings departments of commercial banks. The total ac- 
cumulated savings on July 30 held in commercial banks was 
$39.4-billion and in mutual savings banks was $21.9-billion. 

The greatest percentage growth in savings in the past 
year appears in state and federally chartered savings and 
loan associations. They had an increase for the year ended 
June 30 of 18 percent, with a total in share accounts on that 
date of $17.6-billion. This total is something less than 30 
percent of the dollar amount of savings in the banks. 

New money invested in United States Savings Bonds 
during the past year was $1-billion less than redemptions. 
Nevertheless, the Savings Bond program remains substan- 
tial and vitally important with almost $58-billion of all 
series outstanding on September 30. 

There are, of course, other investments and cash accumu- 
lations which reflect the savings of the nation, but the 
types here discussed are the most important that we think 
of as personal liquid savings. Savings of the nation in 
these forms now total almost $200-billion. 

Savings of the kinds here discussed amounted to less 
than $12-billion at the end of 1911. They have multiplied 
i8 times in 40 years. They are today approximately 300 
percent of what they were just 10 years ago. This phenom- 
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A close-up of some of the 350 men and women attending 
the Savings and Mortgage Conference 


enal growth of savings points up the importance to banks 
of aggressively seeking a larger share of this business. 


Investment Policies 


ROBERT W. STORER, vice-president, 
National Bank, Detroit, Michigan. 


In investing our deposits, we know that there are varia- 
tions in types of deposits and changes in them over periods 
of time. 

Instead of investing for one bank as a unit, we are, in 
effect, investing for three banks: a general bank of demand 
deposits, a savings bank, and a capital funds bank. As we 
go from each of these to the next, we may expect the funds 
involved to be more and more stable; and, therefore, the 
average life of the bonds and other assets allocated to each 
of the three banks will be longer. Furthermore, we buy 
for each “bank” a strip of maturities. 

In speaking of “three banks,” I mean just that—three 
separate balance sheets with offsetting assets and liabili- 
ties. Just as the strip of investments in each bank should 
be matched against the expected stability of deposits in 
that bank, just so should the other assets allocated to each 
bank be functionally related to their matching liabilities. 

In the savings bank allocated to time and savings 
deposits, there should be a strip of investments of longer 
average life and higher average yield than those placed in 
the general bank. You would have your 6 percent of 
required reserves; or if you’re a state bank, whatever the 
necessary percentage is, plus whatever savings till money 
you’ve found in practice to be desirable, perhaps 2, 3 or 
4 percent. Real estate mortgages are functionally related 
to savings, and they appropriately belong in this bank. 
Possibly your longest-term loans belong here also. 

We can say that the next major change in the direction 
of our economy should be towards somewhat lower levels 
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of business and credit and somewhat higher bond prices. 
What we don’t know is how long the opposing, inflationary 
forces will postpone this change. In the meantime, the 
strong demand for credit which has operated during the 


postwar years could carry money rates higher and bond 
prices lower. 


Taxation 


W. HAROLD BRENTON, president, American Bankers Asso- 


ciation and president, State Bank of Des Moines, Des 
Moines, Iowa. 


In order to protect the position of banks and to restrain 
those savings and loan associations which are not fairly 
presenting to the public their type of investment, the A.B.A. 
will suggest a bill to be presented early in the next session 
of Congress which would clarify the powers of the Home 
Loan Bank Board and would provide penalties for misrepre- 
sentations on the part of Federal savings and loan insti- 
tutions. 

In some states, Federal savings and loan associations 
have been establishing branches in a manner contrary to 
the state laws or state practice governing state-chartered 
savings and loan associations. In order to restrict the 
branch privileges of Federal savings and loan institutions, 
our Association will ask for an early reintroduction of the 
bill which passed the Senate Banking and Currency Com- 
mittee at the last session of Congress. Basically, this would 
be a “states rights” law under which the state legislature 
would determine the branch privileges of both state and 
nationally chartered savings and loan associations. 

Savings and loan associations should not be allowed to 
enter the commercial banking field. . . . 

Some bankers and bankers’ associations are impatient 
because the American Bankers Association does not spon- 
sor a bill requiring savings and loan institutions to be 
taxed in a manner similar to commercial banks. This line 
of reasoning puts the cart before the horse. . . . Commercial 
bank profits are now taxed so heavily that the return to 
the investor is not attractive marketwise. Moreover, if the 
present tax load on commercial banks continues and de- 
posits continue to increase, the banks will not be able to 
retain sufficient earnings to permit the maintenance of an 
adequate capital structure. 

Savings and loan associations pay income taxes on profits 
after dividends and after the establishment of a liberal 
reserve. In other words, savings and loan association 
profits, practically speaking, are only taxed once; and that 
is in the hands of the stockholder. Generally speaking, the 
difference in method of profit taxation between banks and 
savings and loan associations is that of double taxation 
for banks and single taxation for savings and loan assc- 
ciations. In fact where excess profits exist, banks are 
subject to double taxation with a triple accent. 

The banking business is a key business, and what affects 
it affects the whole nation. A healthy banking structure is 
fundamental to the survival of our capitalistic economy. 
The banking system must adequately prepare itself in 
advance for periods of adversity. 

Adequate future protection for the depositor in commer- 
cial banks is something that should be considered now, and 
it is definitely in the public interest... . I am firmly con- 
vinced that commercial banks should be allowed to estab- 


lish reserves based on an adequate nationwide bank loss 
experience of the past. 


Increased Interest Rates 


J. R. DUNKERLEY, A.B.A. deputy manager and secretary, 
Savings and Mortgage Division. 


Since we don’t want to repeat the mistakes of the 
Twenties when banks and savings and loan associations 
outdid each other in bidding for savings funds, I should 
like to think that no bank would raise its rate of interest 
without knowing for sure that the operation will be profit- 
able under the new policy. Our cost studies have shown 
that there is a great variation among banks as to their 
earning rates and also as to their costs of handling savings 
deposits and withdrawals. 


December 1952 


A commercial bank whose earnings rate in 1942 was 
1.8 percent and whose cost of operation was .5 percent 
is probably in a position to raise its rate of interest to 
savers if today its earning rate is 2.7 percent and if it has, 
in the meantime, reduced its cost of operation to .4 percent. 

I insert an analysis of a commercial bank with $278,- 
000,000 of savings deposits. At the present time, the bank 
pays 1 percent up to $5,000 and % of 1 percent above $5,000. 
This results in an average net rate of .825 percent. The 
following schedule is on the basis of 1%, 1%, 1%, and 
2 percent and %, 1, 1%, and 1% on amounts over $5,000. 


Schedule Showing Effect on Net Income Before and After 
Taxes, by Using Increased Savings Interest Rates 
1%—14% 14%—%% 14%—1% 
525% 1.075 % 1.825% 1.575 % 1.825% 


14,341,577 14,341,677 14,341,517 14,341,577 14,341,577 
9,176,833 9,872,148 10,566,485 11,260,828 11,955,168 


5,164,744 


Income 


Net Income . 3,775,092 2,386,409 
Normal and 
Surtax 


Excess Profits 


4,469,429 3,080,749 


1,740,000 1,387,130 1,034,750 682,370 329,995 


8,214,744 3,082,299 2,740,432 2,398,379 2,056,414 


From an earnings standpoint, this bank, ascertained that 
it would have to increase its savings deposits $127,000,000 
to offset the effect of a raise in rate from 1 to 1% percent. 
An increase of $470,000,000 would be necessary to offset a 
raise to 1% percent. 

This is the type of data which each bank must determine. 


Merchandising Savings 


JoHN B. MACK, JR., A.B.A. deputy manager and manager, 
Advertising Department. 


I have just finished looking through 300 bank ads on 
savings. At least 90 percent of them stress the basic idea 
of saving money. They preach thrift and stress the im- 
portance of a cash reserve for buying a home, meeting 
emergencies, or building financial security. 

I also have been looking through several score of savings 
ads published by savings and loan associations. These ads, 
I find, bear down heavily on the advantages of the savings 
and loan association as a place for savings. They stress 
rate, convenient location, safety, and the interest of the 
association in helping people get ahead. 

Banks are missing the boat in their promotional approach. 
The American people as a whole are already believers in 
thrift. Banks have played a big part in bringing this 
situation about through continuous education. 

So what happens? A new, energetic competitor appears 
on the scene. The savings and loan association came into a 
situation where the basic selling job had already been done. 
They haven’t wasted time harping on the old theme. In- 
stead, they have centered their efforts around appeals 
designed to sell themselves; and to a considerable extent, 
mainly in relation to new savers, they have done a job. 


Inflation 


Ouiver S. POWELL, president, Federal Reserve Bank of 
Minneapolis. 


As I look back on the history of the past two years, I 
can sum up the experience as a rebirth of confidence. The 
Federal Reserve Board has new confidence in the tools of 
its trade. 

Foreign central banks have gained a new sense of leader- 
ship from the actions of the monetary authorities in this 
country. I have this first-hand from presidents of central 
banks who called at the Federal Reserve Board office in 
Washington, and also from the writings of financial jour- 
nals in the larger countries of Europe. Finally, the impres- 
sive savings totals point to the fact that the public has 
regained its confidence in the value of the dollar. 
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News for Mortgage Credit Men 


Items and Comment from Our Savings and Mortgage Division and Other Sources 


Housing and Mortgage Credit Views 


Hovsine and mortgage credit occupied two sessions of the 
A.B.A.’s Savings and Mortgage Conference in Minneapolis 
last month. A mortgage committee in action, led by Joseph 
R. Jones, vice-president, Security-First National Bank of 
Los Angeles, aroused unusual] interest by its discussion of 
problem loan requests. 

Raymond M. Foley, Administrator of the Housing and 
Home Finance Agency, and Thomas B. King, director of 
the Veterans Administration’s guaranty service, differed 
sharply with the bankers over boosting Government interest 
rates, contending that present rates should be held. The 
bankers, on the other hand, held that present rates are 
“unrealistic,” with rates advancing on other forms of in- 
vestments, including Government bonds. 

Mr. Foley argued that the present FHA and VA rates are 
high enough to give lenders enough profit on their invest- 
ments. “The FHA 4% percent rate still seems to be pro- 
ducing a Jarge volume of business,” he said. 

A panel of five bankers, simulating a mortgage committee 
in action, argued that the low VA rate is drying up the 
supply of money available for GI loans, stating that Korean 
GI’s find it difficult to secure mortgages at the 4 percent 
rate. 

Timely extracts from some of the prepared addresses on 
housing and mortgage financing follow: 


A.B.A. Stand on FHA, FNMA, and VA 


WENDELL T. BURNS, president, Savings and Mortgage 
Division, and senior vice-president, Northwestern National 
Bank, Minneapolis. 


The Committee on Real Estate Mortgages has worked 
consistently to urge less domination of mortgage lending 
by Washington, except in time of emergency; has urged 
that more reliance be put upon private industry to care for 
the financial needs of its customers. We have urged that 
FHA be again made an independent agency free of political 
control. We have urged that FNMA be abandoned as a 
support to housing credit, except as an emergency standby 
crganization. That was the burden of our testimony before 


A mortgage committee in action, composed of (seated, left 
to right) Joseph R. Jones, Security-First National Bank, Los 
Angeles, chairman ; Orville Habberstad, Union National Bank, 
Rochester, Minn.; standing, Daniel L. Middleton, Security 
National Bank, Sioux City, lowa; Clarence F. Tesch, Marshall 
& Illsley Bank, Milwaukee, Wisc.; and George G. Cowie, 
Farmers & Mechanics Savings Bank, Minneapolis 


the Senate Banking and Currency Committee on Housing 
Legislation of 1952. While more money was voted than we 
thought desirable for mortgage uses in the bill as finaliy 
passed, we were pleased to see that Congress reduced by 
half the appropriations requested. Results have not been 
what we have wished, but at times we have seemed to 
make progress. 

We have protested unsuccessfully correction of artificially 
pegged interest rates on FHA and VA loans. No doubt the 
VA 4 percent rate has an important bearing on the availa- 
bility of funds for veterans’ loans. There can be no doubi 
that bankers generally wish to help the veteran, but bankers 
also feel that the VA should not be arbitrary in the matter 
of interest rates. 


Federal Legislation 

Tuomas L. NIMs, assistant secretary, A.B.A.’s Savings 
end Mortgage Division. 

When a bank adds up its holdings of direct United States 
Government securities, its investments in insured and guar- 
anteed mortgages, and its Government-sponsored housing 
authority bonds, the magnitude of its reliance on the credit 
of Government and the proper management of Government 
agencies for the safety of its invested assets becomes very 
apparent. At January 1, 1952, 37 percent of the total] assets 
of insured banks were invested in Government bonds or 
FHA and VA insured and guaranteed mortgages. 

Veterans’ loans at the end of 1951, for example, accounted 
for more than 20 percent of the total mortgage debt of the 
country. They were outstanding in an amount of approxi- 
mately $19-billion and were an important factor in the 
mortgage portfolios of banks. In banks insured by the 
FDIC, they represented 26 percent of all mortgage loans 
held as investments at the end of 1951. 

At the end of 1951, FDIC insured commercial banks held 
over $11-billion in residential real estate loans; more than 
$6-billion, or 56 percent, of this amount was insured or 
guaranteed by the Federal Housing Administration or the 
Veterans Administration. 

There are other indirect influences of Government respon- 
sibility for protection of bank assets in the housing field. 

. Public Housing Authority bonds are presently out- 
standing in the amount of approximately $750,006,000, and 
many of them held by banks. 

The field of housing and mortgage credit has been a focal 
point for an increasing amount of Federal legislation since 
World War II. 

There are two important bills affecting housing and 
mortgage credit which were introduced in the last session 
of Congress and may be reintroduced when the new Con- 
gress convenes in 1953. 

The first is the so-called “Middle Income” Housing Act. 
This act would provide almost exactly the same Govern- 
ment subsidized housing program that the A.B.A. vigor- 
ously opposed in the 81st Congress (8.2246). 

The second bill of interest to mortgage lenders which 
may be reintroduced in the 83rd Congress is the Dirksen 
Bill (S.3410) seeking greater control over public housing. 

While not scheduled for immediate legislative action, the 
secondary mortgage market activities of “Fanny May” 
bear watching for possible future action. The Federal 
National Mortgage Association is a wholly owned agency 
of the United States Government. 

At June 30, 1952, it had an authorized Government appro- 
priation of $2.75-billion. Of that amount, it had purchased 
$2.068-billion mortgages and had undisbursed commitments 
of $266.2-million. The balance was held largely for defense 
housing purposes. 

Bankers can and should help Congress to legislate wisely 
on proposals which are in the making. 
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News for Trust Men 


Items and Comment from Our Trust Division and Other Sources 


Mid-Winter Trust Conference in New York, Feb. 9-11 


A wnouncement has been made by Robert A. Wilson, 
president of the Trust Division of the American Bankers 
Association, that the 34th Annual Mid-Winter Trust Con- 
ference under the auspices of the A.B.A. will be held at 
the Waldorf-Astoria Hotel in New York City on February 
9-11, 1953. Mr. Wilson is senior vice-president of The Penn- 
sylvania Company for Banking and Trusts, Philadelphia. 

Although the program is incomplete, Mr. Wilson states 
that speakers of national repute in the trusts and estates 
management field will take part in the discussions. The pro- 
gram will include a broad coverage of the most important 
operating and policy problems with which trust men are 
confronted today. 

It is estimated, judging by the attendance pattern set 
during the past several years, that around 1,800 trust men 
from practically every state will be present at the Mid- 
Winter Conference. 

Following its usual custom, the New York Clearing House 
Association will be hosts to the trust men at a luncheon in 
the Waldorf-Astoria ballroom on Wednesday, the 11th. 


Harris Trust Creates Common Trust Fund 


M ARK A. BRoWN, president of Harris Trust and Savings 
Bank, has announced that the bank’s board of directors has 
approved the establishment of a common trust fund on 
November 1 for the collective investment of trust funds 
for which the bank is acting as trustee or co-trustee. 

The plan, known as Common Trust Fund A of Harris 
Trust and Savings Bank, is established in conformity with 
state and Federal laws and regulations of the Federal Re- 
serve Board. 

The primary purpose of the plan is to give moderate-size 
trusts the benefits of broader investment diversification 
heretofore possible only in the larger trusts. 


Four Monthly Estate Meetings Held 


Its third series of four monthly discussion meetings on 
trust and banking subjects for 100 invited guests was con- 
ducted this past fall by The St. Joseph Bank and Trust 
Company of South Bend, Indiana. 

The series began with an address by President B. K. 
Patterson on “The History of South Bend Banking.” The 
next address was by Vice-president and Loan Officer Travis 
W. Pearse, on “Securities and Investments.” The third 
speaker was Vice-president and Trust Officer Charles H. 
Beutter, on “Trusts and Estates”; and the final speaker 
was a prominent accountant and bank director, C. F. 
Chizek. His topic was “Taxation.” 

These meetings are an outgrowth of an extremely suc- 


cessful finance forum for women previously sponsored by 
the bank. 


125 Professional Men at Forum 


An estate planning forum for attorneys, life insurance 
underwriters, public accountants, and investment brokers 
was sponsored recently by the Twentieth Street Bank in 
Huntington, West Virginia, and was attended by 125 people. 

The forum started off at 9:30 on a Saturday morning 
and concluded with a question-and-answer period follow- 
ing a luncheon at a local hotel. The program included a 


December 1952 


Twentieth Street Bank’s Estate Planning Forum panel, left 


to right: Messrs. Hackett, Stephenson, and Hamilton 


discussion of ““The Trust Officer’s Position in the Estate 
Planning Team,” by a panel composed of Gilbert T. Stephen- 
son, well known trust authority and member of the faculty 
of The Graduate School of Banking conducted by the Ameri- 
can Bankers Association at Rutgers University; Warren 
T. Hackett, vice-president and trust officer, The Huntington 
National Bank, Columbus, Ohio; and Robert W. Hamilton, 
counsel, The Penn Mutual Life Insurance Co. 

Guests were furnished with a folder containing memo 
paper, etc. 

Robert O. Ellis, assistant trust officer, reports that the 
forum was so successful plans are under way for similar 
meetings. 


Probate and Trust Proceedings Booklet 


Arnonrres on trust and estate public relations planning 
are pretty generally agreed that members of the bar pro- 
vide one of the most productive fields for new business. 

The Irving Trust Company of New York is one of the 
banks that makes it a practice to get on and stay on the 
good side of attorneys especially interested in probate and 
trust law. 

In addition to its monthly Irving Lawyers’ Letter (Octo- 
ber BANKING, p. 95), Irving has recently reprinted from 
Trusts and Estates magazine the complete proceedings of 
the American Bar Association’s probate and trust divi- 
sion’s annual meeting in San Francisco in September. This 
48-page booklet is being distributed to the bank’s selected 
mailing list of probate and estate lawyers. 

In addition to 13 papers on various aspects of trusts and 
estates management, the Proceedings include a summary of 
“1952 State Legislation on Trusts and Estates” by P. Philip 
Lacovara, New York, and a bibliography of “Trusts and 
Probate Literature” published in 1951-52, by Henry H. 
Benjamin, Chicago. 

Earl S. MacNeill, vice-president, Irving Trust Company, 
and a regular contributor to BANKING, was elected division 
chairman for 1952-53. 


Trust Service Merchandising Ideas 


Sucazsnions for merchandising trust services were offered 
the 200 trust men attending the sixth annual trust con- 
ference of the New York State Bankers Association in Syra- 
cuse by NYSBA President Ernest H. Watson, who is presi- 
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dent of the First Westchester National Bank of New 
Rochelle. Over 200 trust men from all over New York 
State attended the conference. 

“The services performed by trust institutions and de- 
partments have become an integral part of the social and 
economic structure of the United States,” said Mr. Watson. 
“We have a right to be satisfied, if satisfaction can be 
achieved from serving a small segment of our population.” 


he said: 

“I believe that there is a whole fertile field for trust 
business development still unexplored. 

“Commercial banks found the solution to mass banking 
through the use of special checking accounts and consumer 
loans. Maybe, we must find a similar service for the de- 
velopment of trust customers. A few such avenues to play 


around with might include ‘packaged investment’—offering 
thrift accounts, Government bonds, and equities through 
adaptation of the common trust funds, closer cultivation of 
life underwriters, those responsible for the: writing of big 


insurance policies, which may result in sizable estates. 
But most important of all, we must get out and merchandise 
what trust departments have to offer. I might add that in 
some states, trust companies have found it very profitable 
to undertake farm operations under living trusts and 
estates.” 


New York Trust Division Officers 


W uuu T. HAYNES, vice-president, The Marine Trust 
Company of Western New York, Buffalo, was elected chair- 
man of the trust division of the New York State Bankers 
Association at its trust conference in Syracuse. 

Robert A. Jones, vice-president, Guaranty Trust Com- 
pany of New York, was elected vice-chairman. 

The division also elected to its executive committee: 
Charles M. Bliss, vice-president, The Bank of New York; 
Herbert A. Jones, vice-president, The National Commer- 
cial Bank and Trust Co., of Albany; and Charles E. Treman, 
Jr., vice-president, Tompkins County Trust Co., Ithaca. 


Ideas from the Trust Conference 


BoUT 600 trust executives met in Dallas the middle of 

November to discuss such diverse aspects of their busi- 
ness as public relations, investments in the petroleum and 
related industries, and the effect of current economic and 
business trends on trust operations. The trust men attended 
the 21st Mid-Continent Trust Conference of the American 
Bankers Association at the Adolphus Hotel. 

The conference was sponsored by the Trust Division of 
the A.B.A., with the Dallas Clearing House Association 
acting as official host. 

Merle E. Selecman, executive manager of the A.B.A., and 
secretary of its Trust Division, presided at the first session 
and introduced his cousin, Bishop Charles C. Selecman, 
formerly president, Southern Methodist University, Dallas, 
who gave the invocation. Greetings were extended by Ben 
H. Wooten, president, Dallas Clearing House Association, 
and president, First National Bank of Dallas, and by 
Governor Allan Shivers. 

Only a few of the addresses given at the conference had 
been completed at BANKING’sS press time. These include 
an address by Robert S. Davis, vice-president and trust 
officer, First National Bank and Trust Co., Lexington, 
Kentucky, on “Trust Services to Farmers.” Excerpts from 
it will be found in the Country Banker section, page 71. 


Views on Public Relations 


Robert A. Wilson, president, Trust Division, and senior 
vice-president, The Pennsylvania Company, Philadelphia, 
spoke on “A Trust Officer’s View of Public Relations.” He 
told about a pamphlet distributed some years ago to officers 
and employees which emphasized the importance of the 
customer, and he dwelt at some length on steps that will! 


produce good public relations with customers. He also 
talked about the importance of coordination between the 
banking and trust departments, and about the place of 
financial statements, annual reports, advertising, modern 
buildings, streamlined equipment, ete. 

“These things alone,” he said, “will not gain new cus- 
tomers nor retain for us the goodwill of those we now 
have—it is the quality of our service; the reputation of 
our management; and the tact, courtesy, and helpfulness 
of our employees.” 

“The same careful planning is required with respect to 
outside or public activities. Brief mention is made of those 
which are paramount: 

“(1) Careful consideration should be given to the use of 
advertising in all its forms. 

“(2) Provision should be made for personal solicitation 
and obtaining the cooperation of the commercial depart- 
ment in arranging interviews with prospects. 

“(3) Estate planning services must be provided either 
through the services of a trained trust man or the bank’s 
counsel. The impact of taxes alone requires this service for 
individuals with estates of more than modest size. 

“(4) Consider the benefits to be derived in the way of 
public relations by holding public forums and particularly 
financial forums for women. 

“(5) Cultivate the local lawyers and bar associations. 

“(6) Cultivate the life insurance underwriter. 

“(7) Establish a working relationship with your local 
newspapers and arrange for appropriate publicity when 
you probate wills of well known residents of your com- 
munity. Let the public know that your bank was named as 
executor.” 


Trust men attending the 
Mid - Continent Confer- 
ence were prompt in 
attendance and_studi- 
ously followed the re- 
marks of speakers 
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Protecting Dollar's Value 


W. HAROLD BRENTON, president, American Bankers Asso- 
ciation, and president, State Bank of Des Moines, Des 
Moines, Iowa. 


You are in a key position to speak out concerning the 
monetary and business operations that affect the value of 
our dollar. You face, daily, people who have entrusted you 
with the funds that furnish them with their spending 
money. ... If our citizens want to protect the future pur- 
chasing power of their dollar, they must understand certain 
things and do their part. 

Every now and then, some economist says that a gradual 
price rise over a period of years would be good. Just 
recently, one of this country’s best known economists has 
been arguing in the press on the thesis that a deliberate, 
but slow, rise in prices of from 2 to 3 percent a year is a 
preferable course for our economy... . If a course such 
as this is continued, you can see what it will do to the value 
of your dollar over a period of years. 

Undoubtedly you men in the trust field have visualized 
the debilitating effects on your trust departments if a set 
of conditions were promulgated so that people couldn’t 
save and provide for the future. No phase of the banking 
business would be more severely affected than the trust 
departments of our banks if incentive to save and build an 
estate were thwarted. 

Inflation not only undermines our economy at home; it 
also affects our standing abroad. Let us not overlook the 
responsibilities and the role of world leadership which 
history has thrust upon us. 

Our allies like our generosity and the benefits from our 
superior economic resources. But, through experience, they 
can recognize what happens to such economic resources 
when they are dissipated through overspending and infla- 
tion. They recognize signs of instability, and it weakens 
their confidence in American leadership. 

One of the greatest services that bankers today can offer 
their customers is the clarification of the issues before us. 
We must do everything possible to show our people how to 
keep our economy stable. 

Public opinion is the controlling force in this country. 


Profit-Sharing Retirement Plans 


CARLYSLE A. BETHEL, senior vice-president and senior 
trust officer, Wachovia Bank and Trust Co., Winston-Salem, 
North Carolina 


There are now in existence about 18,000 retirement plans 
which have qualified under the tax laws, and of these, 
approximately 4,000 are of the profit-sharing type. This 
ratio of slightly less than 25 per cent may increase rapidly, 
however. There are about 400,000 corporations in the 
United States. It is estimated that about 300,060 of them 


A.B.A. President W. Harold Brenton, left, listens while Trust 
Division President Robert A. Wilson explains a point. Joseph 
W. White, immediate past president, Trust Division, center 


have annual incomes of less than $25,000 and are probably 
not real prospects. Of the remaining 100,000, about half 
are believed to have an annual income between $25,000 
and $100,000. While some of this smaller half may have 
plans or are considering establishing them, it is prob- 
able that the larger half constitutes the real source of 
trusteed retirement plans. 

If, from the latter 50,000 or so corporations are sub- 
tracted those which already have plans, the balance of 
something over 30,000 indicates a prolific field still left 
for cultivation. 

It is true that thousands of the latter are not real 
prospects for one reason or another, but it would seem 
reasonable to guess that there are more plans yet to be 
ereated than have come into existence so far. Virtually 
all of the ‘large’ corporations and most of the ‘medium- 
sized’ corporations in this country now have plans. It is 
believed that the remaining field is made up mostly of 
corporations of a size for which the profit-sharing type 
has the most appeal. 

If a profit-sharing plan is properly kept before the em- 
ployees, it will naturally serve as an inducement to cut 
down waste, to increase production, and to foster some 
feeling of proprietary interest in the company. Another 
favorable point is the real interest of the younger em- 
ployees. They may be and usually are indifferent to the 
dim far-off future of age 65, but they will not be indifferent 
to a passbook which shows them that they have a desig- 
nated amount to their credit under a profit-sharing retire- 
ment plan and that the amount is increasing each year 
they work for the company. 


CALENDAR 


American Bankers Association 


Dec. 7- 9 Southern Secretaries Conference, At- 
lanta, Georgia 

Dec. 15-16 Western Secretaries Conference, San 
Francisco 

1953 

Jan. 22-23 Eastern Secretaries Conference, New 
York City 

Jan. 26-28 National Credit Conference, LaSalle 
Hotel, Chicago 

Feb. 9-10 Western Regional Savings and Mortgage 
Conference, Statler Hotel, Los Angeles 

Feb. 33rd Annual Midwinter Trust Confer- 
ence, Waldorf-Astoria Hotel. New 
York City 

Mar. Annual Savings and Mortgage Confer- 
ence, Statler Hotel, New York City 

Mar. Agricultural Commission Annual Meet- 
ing, Houston 

Mar. Country Bank Workshop, Louisville, Ky. 


December 1952 


Mar. 23-25 National Instalment Credit Conference, 
LaSalle Hotel, Chicago 


Sept. 20-23 = Annual Convention, Washington, 


Other Organizations 


Nov. 30- 
Dec. 5 


Investment Bankers Association of 
America, Hollywood Beach Hotel, 
Hollywood, Florida 

1953 

May 6-8 New Jersey Bankers Association, Chal- 

fonte-Haddon Hall Hotel, Atlantic 

City, Golden Anniversary Convention 


May Pennsylvania Bankers Association, Chal- 
fonte-Haddon Hall, Atlantic City 


Financial Public Relations Association, 
Annual Convention, Sheraton-Cadillac 
Hotel, Detroit, Michigan 
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His Sponsors Alone 
Make a Sizable Audience 


Fulton Lewis, Jr. is sponsored locally on more than 
360 Mutual stations by 656 advertisers. The roster 
of business represented is too long to detail here, 
but this brief summary shows their scope: 


automotive agencies 

auto supply and repair companies 

bakers 

banks and savings institutions 

brewers and bottlers 

building material firms 

coal, ice and oil companies 

dairies 

department stores 

drug stores 

food companies 

furniture or appliance stores 

hardware stores 

jewelers 

laundries 

real estate and insurance agencies 
59 miscellaneous 


His program is the original news co-op. It offers 
local advertisers network prestige, a ready-made 
and faithful audience, a nationally known com- 
mentator—all at local time cost with pro-rated 
talent cost. Since there are more than 500 MBS 
stations, there may be an opening in your locality. 
Check your Mutual outlet—or the Cooperative 
Program Department, Mutual Broadcasting 
System, 1440 Broadway, NYC 18 (or Tribune 
Tower, Chicago, 11). 


Government Bonds 


(CONTINUED FROM PAGE 61) 


danger of further inflationary developments was felt 
to have lessened almost to the vanishing point. Ap- 
parently here and there commercial banks came to the 
reasonable conclusion that there was little necessity for 
the further maintenance of unduly large amounts of 
early maturities in their portfolios and began to ex- 
change such maturities for somewhat longer term and 
better yields. 


At once the vacuum in the supply of such issues 
(loans to dealers to carry Governments were not only 
low in total but to a large extent represented borrow- 
ings against bills, certificates and early callable bonds) 
became apparent. As buying orders were placed they 
could only be executed at rising prices. This was true 
not only for the bonds “eligible” for purchase by com- 
mercial banks, but also for the “ineligible” bonds for 
which state, pension and retirement and other invest- 
ment funds were sporadic bidders. Some volume of 
portfolio exchanges was also stimulated to a degree by 
sales to establish losses for tax purposes, the current 
example of turning a lemon into a melon. 


Moreover, the position of the banks was eased by 
the rather rapid transfer of the ownership of the tax 
anticipation certificates largely to corporations which 
enabled the banks to move more readily in their port- 
folio transactions. 


Price Changes 


The net effect of the better sentiment on the market 
can be seen from the following price comparison of the 
representative bond issues. 


Price Change 
Eligible Bonds 9/29/52 for Period 
9/15/59 /56 98-18 /32 
3/15/58 99-14/32 
3/15/62 /59 96-16 /32 
5/15/67 /62 97- 4/32 
9/15/72 /67 95-30 /32 


Ineligible Bonds 
6% 6/15/69 /64 
3/15/70/65 
12/15/72 /67 


96- 4/32 /32 
95-26 /32 97- 6/32 
95-18 /32 96-29 /32 


As October ended it seemed that general opinion had 
about come to the conclusion that even if any further 
betterment in price might be delayed until well along 
in 1953, current prices were sound investment values 
involving little risk for the longer pull. 


“On Finding Words’’ 


To transmit what we have to say effectively we need, above all, 
to remember our audience. There is the important part of the 
interchange. 

To reach our readers we must write with them in mind, in 
words they know and understand, in language that means some- 
thing to them. If we are unable to do so it would be better if 
we laid aside our pens. 

In the writing of business letters, for instance, it is essential 
that we study our market, the people who make it up, their 
likes and dislikes, their desires and demands—and then write 
to them in the words they want, in phrases they understand. 
As in so many other acts of unselfishness, this sublimation of 
self reaps rewards. 

—Monthly Letter of the 
Royal Bank of Canada 
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Ratios of Operating Expenses 


to Deposits 


NEW method of operating cost 

comparison has been developed 
by the Mellon National Bank and 
Trust Company, Pittsburgh. The 
plan was made public at the bank’s 
recent annual conference for corre- 
spondents by Assistant Vice-presi- 
dent Fred G. DeLong. 

“We have tried to develop a means 
whereby an individual bank can de- 
termine, quickly and easily, whether 
cost accounting is justified,” he as- 
serted. ‘In other words, are the ex- 
penses of an individual bank so far 
out of line in certain categories that 
a cost accounting system would be 
sure to pay for itself? If such is the 
case, there should, of course, be no 
hesitancy about adopting it.” 

“Many of you,” Mr. DeLong said, 
“have compared your operating ra- 
tios with those published for the 
Reserve district. Such comparison 
is quite informative in many re- 
spects, but we feel that for analysis 
of expenses there is not sufficient 
detail since there are only three 
classifications, and furthermore, be- 
ing stated as percentages of gross 
income, they lack certain compara- 
tive value. 

“The wide variation of capital to 
deposit ratios results in showing 
banks with large capital accounts as 
having relatively low expense ratios 
te income, since the capital earnings 
are included in that income. On this 
basis a banker may be lulled into 
complacency because of favorable 
ratios, unaware that his operating 
expenses are high. Conversely, a 
banker with relatively low capital 
may worry because his expense ra- 
tios are apparently high, although 
he may be running his bank very 
efficiently. 

“We therefore decided to develop 
ratios of expenses to deposits,” Mr. 
DeLong continued. “Such ratios will 
permit valid comparisons among 
banks regardless of variations in 
capital accounts. While it is true 
that a part of the bank’s expense is 
attributable to managing the port- 
folio, it is also true that the cost 
of a million-dollar portfolio com- 
pared to one of half a million is not 
sufficiently higher that it would dis- 
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tort the ratios. It is important to 
note, however, that it is necessary 
for banks having substantial space 
producing rental income to exclude 
the expense of building operation 
applicable to that space.” 

With cooperation of the Federal 
Reserve Board and the officers of 


the Federal Reserve Bank at Cleve- | 
land, Mellon prepared a_ booklet | 


which has been sent to banks in the 


Fourth District. In it are columns | 


showing average cost figures with 


accompanying blank space in which | 
the individual banker may enter his | 
own institution’s costs for compari- | 


son. 

One page, for example, shows the 
figures for banks whose time de- 
posits are less than 25 percent of 
their total deposits. Other pages 
give comparable figures for banks 
having between 25 and 50 percent 
in time, and one for banks having 
over 50 percent. 

“This was done,” Mr. DeLong said, 
“because operating costs, other than 
interest expense, are normally lower 
for time deposits than for demand. 
Each of the time percentage cate- 
gories is broken down by ranges of 
total deposits because of some sig- 
nificant differences in expenses in re- 
lation to such totals.” 

By using the booklet, Mr. Delong 
pointed out, it is possible to elim- 
inate guesswork as to whether an 
individual bank’s costs are high, 
low, or average. 


Mellon to Offer Study Course 


The Mellon has also announced 
that it plans to offer “a concen- 
trated course in banking” for se- 
lected employees of its correspond- 
ents. 

Vice-president Hugh D. MacBain 
says that the program, tentatively 
set for next spring, will last a week. 
It will be designed “primarily for 
bank personnel with at least several 
years of bank experience, or who, 
with additional training, will be 
eligible for executive duties.” 

There will be no charge for the 
course, although the students will 
be expected to pay their own living 
expenses. 


MODERN 
GROUP 
WELFARE 
PLANNING 


| I you are an Employer or an Employee, 
the pamphlet describing the benefits and 
advantages of Sun Life of Canada’s famous 
Group Insurance plans should be in your 
hands because ... 


(a)...employers and employees of many im- 
| portant institutions of commerce, industry, trans- 
| port, municipalities, hospitals, etc., are making 
constant and increasing use of the advice, ex- 
| perience and facilities of the famous Sun Life 
Group Service so freely and continuously avail- 
| able from key centers across the United States. 


(b) ... the Sun Life was among the pioneers 
on the North American continent to offer the 
protection of Group life insurance benefits 
at wholesale rates to men and women en- 
gaged in business and industry. 


(c)...the Sun Life, since issuing its first 
Group Protection Policy in 1919, has main- 
tained a foremost position in the field and, 
today, Sun Life Group welfare plans give 
comprehensive protection to nearly 700,000 
employers and employees throughout the 
United States and Canada. 


If You are an Employer 
or an Employee... 


. you will want to be well informed on 
modern Group Welfare protection as de- 
signed by the Sun Life. The benefits of Life, 
Sickness, Accident, Disability and Pension 
insurance are available to groups of 25 or 
more persons regardless of age and other 
conditions which often preclude such pro- 
tection under individual plans. 


The pamphlet “GROUP WELFARE PLANS DE- 
SIGNED BY THE SUN LIFE ASSURANCE COMPANY 
OF CANADA”, yours without charge or obliga- 
tion, gives the following information: (1) Why 
Planned Protection? (2) Advantages, (3) Group 
Life Insurance Benefits, (4) Group Pensions, (5) 
Continuance of Income Benefits, (6) Hospital 
Expense Benefits, (7) Surgical Expense Benefits, 
(8) Medical Expense Benefits, (9) Accidentai 
Death and Dismemberment Benefits, (10) Diag- 
nostic, X-Ray and Laboratory Benefits, (11) 
Poliomyelitis Expense Benefits, (12) Dependents’ 
Benefits, etc. 


The Sun Life Assurance 
Company of Canada invites 
you to mail this coupon 
without delay. 


To SUN LIFE OF CANADA, 
2212 Superior Ave., 
Cleveland 14, Ohio. 


| Without cost or obligation please send me 
your pamphlet for Employers and Employees 
| outlining the modern way of securing Life, 
Sickness, Accident, Disability and Pension 
] Benefits through the Group Welfare Plans 
designed by the Sun Life of Canada. 


Address.... 
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Profits 


ARE REFLECTED IN PROBATE RECORDS 


YOU CAN TELL A LOT about the prospects of any bank’s trust depart- 
ment merely by examining the probate records in the bank’s trading area. 


In those cities where banks and trust companies get a substantial por- 
tion of the available trust business, the trust departments are profitable. 
Unfortunately most trust departments get a very small percentage of the 
business that they could get —if they went after it intelligently and 
persistently. 


There is enough trust business in any American city to support the 

trust departments of all the banks in that city. In fact—the trust business 

_ would be a bonanza business for banks if their trust departments admin- 

istered only half the estates of over $25,000 going through the probate 
courts each year. 


If you want to make your trust department more profitable—or just 
plain profitable—we can show you how to get the necessary new business 
to accomplish that purpose. 


If you want to know more about our trust promotional methods— 
methods that have produced over $650,000,000 of new trust business for 
banks, methods that have been tested by the 119 trust solicitors that we 
have trained, write for our booklet—“Your Path To Trust Profits.” Just 
fill in and return the coupon below. 


a 
KENNEDY SINCLAIRE, 


140 CEDAR STREET, NEW YORK 6, N. Y. 


PLEASE SEND ME A COPY OF YOUR: BOOKLET “YOUR PATH TO TRUST PROFITS” 
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NORTH OF THE BORDER 


Canadian View of Our Election 


CHARLES M. SHORT 


ANADA followed the American 
election campaign with almost 
as close interest as one of her 

own federal elections. She regarded 
both presidential candidates as of 
high calibre, and their pronounce- 
ments were front page news all over 
the country. 

General Eisenhower had, of 
course, the strongest personal sup- 
port of the Canadian public because 
of his great wartime record and his 
close association with Canadian mil- 
itary leaders in the offensive against 
Facist Italy and Nazi Germany. The 
fine personal qualities and excep- 
tional organizing ability which he 
displayed in that affair are expected 
te be continued in the high and re- 
sponsible office he is about to as- 
sume. 

At the same time there is some 
anxiety in Canada as to future trade 
relations between the two North 
American countries. Canada is still 
smarting under the effects of the 
Hawley-Smoot tariff of the last Re- 
publican administration, and earn- 
estly hopes that the President-elect 
will be able to resist moves to erect 
new trade barriers which would in- 
terrupt the closer economic ties with 
the United States during the last 20 
years. 

Canadian authorities intend to 
press for an early removal of the 
American ban on livestock and 
meats, put into effect last winter 
when foot and mouth disease broke 
out in Saskatchewan. Prompt mea- 
sures were taken to localize this dis- 
ease and it was eradicated some 
months ago. Efforts will also be 
made to reopen the American mar- 
kets for Canadian cheese, which has 
recently been subjected to import 
restrictions. 

Authorities in Ottawa also intend 
to interest merchants in the United 
States in a quite wide range of high 
quality finished goods now available 
from the large industrial system 
that Canada now has. There is no 
desire to flood the American market 
with these goods, for it is recog- 
nized that in many lines Canada 
cannot hope to compete with the 
mass production facilities of the 
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United States. However, an oppor- 
tunity exists for Canadian manufac- 
turers to sell high quality goods in 
the United States, even if the Cana- 
dian price is higher than normal 
competitive prices 
States. 

Canadian authorities find encour- 
agement for their St. Lawrence Sea- 


way plans in General Eisenhower's | 


expressed support of these mea- 
sures and Governor Dewey’s in- 
terest in having the State of New 
York join with the Province of On- 
tario in the projected hydroelectric 
development of over 2,000,000 horse 
power along this waterway. 
Another feature of the presiden- 
tial election which had special inter- 
est to Canada was the failure of the 
two big labor unions to swing 
enough votes to elect the Democratic 
candidate. The Canadian affiliates 
of these two unions also have po- 
litical ambitions, notably the organ- 
ization allied with the CIO, which is 
an out and out supporter of the 
Canadian Socialist (CCF) 
The other two major political par- 
ties, Liberals and Progressive-Con- 


servatives, probably now feel that | 


they do not have to cater to labor. 


Bank Assets 


This is the time when the com- 
mercial banking system in Canada 
brings out its annual financial state- 
ments. When all are published dur- 
ing the next couple of months it will 
be found that the combined assets 


of these institutions will be about | 
$10-billion, nearly 10 percent above | 
those late in 1951. Increases will | 
also be shown in the major items | 
making up these combined assets, | 


including security holdings and cur- 
rent loans. On the opposite side 


quite substantial increases will be | 


recorded in deposits of about $8- 
billion, more than half of which are 
in the form of public savings. 

Canada is to have a new commer- 
cial bank, the first in over 20 years. 
t is being set up by a large Dutch 
institution which has had extensive 
interests in Asia and is turning to 
Canada as a new and safer field for 
its operations. 


in the United | 


party. | 


SCUDDER 
STEVENS 
& CLARK 
FUND, Inc. 


SCUDDER 
STEVENS 
& CLARK 
COMMON 
STOCK 
FUND, Inc. 


Available at 
Net Asset Values 


Prospectus on Request 


Scudder Fund Distributors, lac. 


1 Wall St., New York 5, N. Y. 
10 Post Office Sq., Boston 9, Mass. 
Provident Trust Bldg. 

Phil delphia 3, Pa. 


yours) for FYG 


1902 1952 


THE TEXAS COMPANY 
201st 


Consecutive Dividend 


and Extra Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
and an Extra dividend of thirty 
cents (30¢) per share on-the Capi- 
tal Stock of the Company have been 
declared this day, payable on De- 
cember 10, 1952, to stockholders of 
record at the close of business on 
November 7, 1952. 

The stock transfer books will re- 
main open. 

Rosert FIsHER 


October 24, 1952 Treasurer 


SHANTY BOAT 


A novel holiday 
afloat into the 
tropical Everglades country 
One Week Cruises—December 22 thru April—$8 


For illustrated booklet write to 
Capt. Jim Nisket, Dept. B, P.O. Box 1628, Ft. Myers, Fia. 


105 


TH 


| News for Country Bankers 


(CONTINUED FROM PAGE 71) 


be considered ‘minimum require- 
ments.’ 

This new guide will present the 
audit program step-by-step, with 
complete instructions and work 
forms. 

Speaking of the assistance being 
given by the supervisory agencies 
in perfecting this program, Mr. 


Schwartz said that their cooperation 
in this project ties in with the ex- 
amination of the banks and the need 
for calling management’s attention 
to inadequate controls. 

“In devising this program,” he 
said, “we shall work closely with 
the supervisory agencies so that the 
plan will meet with their complete 
approval.” 


FRB Alerts Ranchers 


HE current build-up in cattle 
numbers and the sharp increase 


CENTRAL NATIONAL BANK 
of Cleveland 


CLEVELAND 1, 


OHIO 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


indicated for slaughter are among 
factors likely to have an adverse 
effect on cattle prices in the months 
ahead, according to the Federal Re- 
serve Bank of Minneapolis. 

Although a strong consumer de- 
mand is bolstering the market, cat- 
tle producers as well as bankers 
lending with cattle as security are 
advised in the bank’s Monthly Re- 
view to heed caution signals. 

The Review advises farmers to 
avoid heavy debt involvement, par- 
ticularly heavy long-term indebted- 
ness on cattle operations. 


Farmers Tell of Success 


N Illinois where farmers are fre- 

quently much richer than bank- 
ers, the farmers now tell the bankers 
how they got that way. 

Three instances of farmer-banker 
cooperation which resulted in “suc- 
cess stories” were reported by farm- 
ers at the annual Illinois Bankers 
Conference of the University of 
Illinois last month. 

Melvin C. Lockard, president of 
the First National Bank, Cobden, 
presented the three men. They told 
how they increased their income and 
holdings with the assistance of the 
farm departments of their respec- 
tive banks. 


Woodlot Financing 


HE kind of wise woodland man- 

agement that earns certification 
in the industry-coordinated Amer- 
ican Tree Farm System also receives 
recognition in the field of finance. 

Three major insurance companies 
have multi-million dollar woodland 
loan programs underway in the 
United States. Several other firms 
are studying the forestry situation 
carefully. This information was dis- 
closed in a survey conducted by 
American Forest Products Indus- 
tries. Experts in the farm loan and 
mortgage departments of Travelers, 
Prudential, and Equitable told 
American Forest Products Indus- 
tries that their organizations have 
embarked on multi-million dollar 
programs for long-term woodland 
loans. One company reports it is 
ready to loan from $50- to $100- 
million in the next five years pro- 
vided the business is available. 

Officials of two other large insur- 
ance companies—Mutual and Metro- 
politan— reported that they are 
watching the woodland loan situa- 
tion with interest. 
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. plus 
efficiency— 


when we design 
your bank’s 


new quarters! 


Exchange State Bank: Kansas City, Kansas 


our back-counter planning allows you to choose 


any type...or any combination of equipment! 


Two basic achievements should result from any well planned 
new building or modernization project. First, your new 
quarters should be physically attractive; secondly, they 
should be designed to operate at peak efficiency. We’ve won 
the endorsement of bankers all over the nation for our ability 
to design new quarters that operate as beautifully as they 
look. Further, our specialized back-counter engineering makes 
it possible for you to select the best possible equipment for : ; 
your own particular operation. This is very important, be- Culgned Sr Si eee 

cause it does not restrict you to the use of any one type of 
back-counter or work area equipment. You'll find our pene- lobby, thus nearly doubling existing floor space. 
trating knowledge of the banking business, combined with 
our 40 years’ experience in the bank planning, designing, wall so that quarters can expand past it, rather 
building and equipping field—invaluable to the success of than around it—to facilitate future expansion. 
your project. Write us today for complete information. 


{MERIC A 


Headquarters: ST. LOUIS, 9ru & Stwney Sts. 
Offices in: NEW YORK, 103 Park Ave. ATLANTA, Western Union « SAN FRANCISCO, Mecnanics Instrruts Bipo. 
Operating in Latin America as: EDIFICIOS PARA BANCOS, S. A. * Headquarters: MEXICO D. F., MEXICO 
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WELCOME TO 


PEASEVILLE, U.S. A. 


A Thriving Community 
of Satisfied 


Home Owners 


PEASE-FABRICATED HOMES are 
scattered all over the United States—but 
if they were all brought together into 
one Pease-home community, you'd dis- 
cover an important fact: Peaseville U.S.A. 
would be a community of completely 
satisfied home owners, proud of their 
PEASE-FABRICATED HOMES! Because 
PEASE-FABRICATED HOMES aren't 
just “‘built to sell’’—they're built to 
stay sold! 


This means a lot to you as a mortgage 
investor—for it means a safe, low-risk in- 
vestment! And PEASE-FABRICATED 
HOMES do a better job of protecting your 
mortgage, too—because they give you 
more for your money, and because their 
market value stays higher year after year, 
they provide better security. Modern, 
scientific prefabrication makes faster, 
more efficient construction possible— 
keeps building costs down—assures you 
full home value for your mortgage dollar. 


From any standpoint, an investment in 
Peaseville U.S.A. is a sound investment. 
Inquire today for full particulars. 


VA and FHA accepted for maximum term 
mortgages. 


For full information, write 


PEASE-FABRICATED 


HOMES 


PEASE WOODWORK COMPANY 


ROOM 1232 
CINCINNATI 23, OHIO 


“in Business in Cincinnati Since 1893” 


Public Relations Aweigh! 


(CONTINUED FROM PAGE 59) 
seem that too many bankers are sell- 
ing banking short.” 

Banks, said Mr. Chelsted, are 
“part of the only important indus- 
try which does not have a national 
public relations program, or a plan- 
ned advertising campaign to protect 
our shareholders, employees and 
customers from those who would 
misrepresent us. . . . An effective 
public relations program would as- 
sure banking of public appreciation 
for the splendid job it is doing. It 
would make every bank’s selling job 
just that much easier. It would pre- 
vent banking from being sold short.” 

FPRA’s 1951-52 president sug- 
gested that large banks could profit- 
ably establish general sales divi- 
sions, ‘just like industry.” 


K evynoter Reese emphasized that 
banking is one of the poorest paid 
businesses in relation to capital in- 
vested. What should be done about 
it? For one thing, bring in larger 
gross earnings. For another, the 
physical plant of banks is inade- 
quate, generally speaking. Banks 
must meet today’s new needs—such 
as parking. But money invested in 
plant is dead money unless it’s used 
to extend services. 

People, said the A.B.A. vice-presi- 
dent, are the Number 1 problem. 
Banks must meet the competition of 
industry for personnel, they must 
attract men and women who can 
“think and solve problems.” Train- 
ing is essential, too. It’s a good idea, 
to provide some training in your 
own bank. 


Mr. Reese observed that banks 
can’t make money by serving only 
the silk stocking trade. The mass 
market must be reached—and it 
must be sold on the American bank- 
ing system. Remember, banks have 
“a wonderful product” to sell; set 
up an advertising program, suitable 
to your own situation, on a budget 
basis. And never forget that “prof- 
its follow performance.” 


This brief report can’t take you on 
a round of all the departmentals and 
clinics, but we can stop for a mo- 
ment at some of them and listen to a 
few ideas. For instance: 


Instalment Credit. This is the magic 
key to more business in retail banking. 
It affords you an opportunity to sug- 


gest, when the loan is paid, that the 
recent borrower continue to pay hini- 
self the same monthly amount he was 
paying the bank—in a savings account 
in your bank. Some banks try to have 
the proceeds of loans credited to a new 
checking account.—GEoRGE J. Watts, 
Republic National Bank, Dallas. 


Staff Relations. Questions that bear 
on team spirit: Are you paying ade- 
quate salaries? Do you have a plan 
for hiring high-type people? Do you 
encourage self-improvement through 
A.LB. classes or correspondence 
courses? Have you job analysis and a 
plan for raises based on merit? Do you 
have fringe benefits? Have you trained 
your staff in customer relations? Do 
you tell the staff about management 
policies? Are you developing future 
executives? Does your public relations 
head have personnel authority? Are 
there incentives for new business and 
suggestions?—C. A. HEMMINGER, First 
National Bank in St. Louis. 


Community Relations. The ability to 
sell merchandise hinges on the prior 
acceptance of community responsibili- 
ties. In the opinion of many experts, 
failure to accept this responsibility will 
be marked by failure to win the busi- 
ness of the middle millionaires who 
have become important to all of us.— 
EpwArRD T. HETZLER, Bankers Trust 
Company, New York. 

Tools of Community Relations. Pro- 
grams should be tailor-made. Certain 
techniques should be followed, of course, 
but each bank’s situation is different. 
Remember—plans need ideas.—GEORGE 
M. WASEM, Commercial National Bank, 
Peoria, Illinois. 

Supervisory Training. For solid, 
lasting value, this should be given by 
someone within the bank. Your people 
know him and have confidence in him. 
He knows each supervisor and can 
tailor the program to specific needs. 
Confidence in the management and its 
policies can be developed. — GIRVEN 
CuLLEY, Provident Trust Company, 
Philadelphia. 


Staff Relations. Our employee ap- 
praisal plan [a questionnaire system 
operated by supervisors] furnishes us 
with a valuable backlog of information 
on our peoples’ skill, aptitudes and atti- 
tudes from which we can not only ap- 
praise our present position, but also 
estimate our potential. — T. ARTHUR 
WILLIAMS, Central Bank & Trust Com- 
pany, Denver. 

Displays. Suggestions: The display 
(lobby or window) must have an idea, 
it must be timely and well-executed, it 
should carry a minimum of copy. 
Longevity depends on purpose and traf- 
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fic conditions inside and outside the 
bank.—J. K. SANBOURNE, The Denver 
National Bank. 

Newspaper Advertising. Your bank 
is one of the most interesting places in 
town because money is interesting to 
everybody. By featuring in your ads 
the interesting things that happen in 
the bank, and by illustrating your ads 
with real people, you can breathe life 
into blank newspaper space. — J. A. 
ANSLEY, Lee County Bank, Fort Myers, 
Florida. 


Waar else happened at Coronado? 
Well, the delegates heard from Vice- 
president Matthews that their asso- 
ciation was heading into its new 
year with just over 1,600 members, 
a majority of whom are senior bank 
officers; it’s also releasing a new 
film on the telephone as an aid to 
good public relations. 

They awarded honorary life mem- 
berships to two former presidents, 
Robert J. Izant of Cleveland and 
Lewis F. Gordon of Atlanta. 

They elected the officers previously 
identified in this report, and six new 
directors: Miss Daphne Dailey, pub- 
lic relations director, Bank of Vir- 
ginia, Richmond; Jordan J. Crouch, 
vice-president, First National Bank 
of Nevada, Reno; J. M. Patton, pres- 
ident, Mitchell (South Dakota) Na- 
tional Bank; George M. Wasem, as- 
sistant vice - president, Commercial 
National Bank, Peoria, Illinois; Ar- 
thur J. Howell, vice-president, Man- 
ufacturers National Bank, Detroit; 
and John M. Zuber, vice-president 
and trust officer, American National 
Bank, Indianapolis. 


Fora readers are advised to skip 
the final paragraphs of this report. 

It was the convention’s last after- 
noon. Your correspondent sat on the 
hotel porch watching the Southern 
California sun (advt.) set into 
Southern California’s Pacific (advt.) 
over Southern California’s Point 
Loma (advt.). Sipping Southern 
California’s orange juice, he won- 
dered how one reporter could sum 
up all that had taken place during 
the past few days. 

A California FPRA committeeman 
came along. Maybe he could help, so: 
“Hey, what’s the story here?” 

The son of the Golden State 
stopped in his tracks. 

“The story?” he repeated—and 
thought a moment. Then: 

“The story, my dear fellow, is 
Public Relations Aweigh!”’ 

That’s it! 
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The rain that benefits 
...can also DESTROY! 


IKE most of nature's blessings, rain 

isn’t always as beneficial as it might 
be. Often it destroys what it helps build 

. washes away our crops or the soil 
around root systems . . . starts sheet and 
gully erosion . . . silts our streams, blocks 
rivers. 


Yet with proper land management, the 
right tools and the knowledge of experts, 
farmers can prevent the destroying hand 
of rain. It means keeping the rain up on 
the hills through contouring and strip 
cropping, planting marginal land to tim- 
ber, filling in gullies, planting grassed 
waterways, building ponds. 


It takes tools like drill planters to fol- 
low the contours, one way plows to 
throw the soil up the hills and build 
terraces to help hold the soil in place. 


It also means holding soil with the high 
stubble left by Self-Propelled combines 
. . . breaking up hard pan with sub-soil- 
ers and chisels so heavy rains soak in 
quickly. 


Here at Massey-Harris there’s a con- 
tinuing program of improvement and de- 
sign .. . a never-ending policy to develop 
the machines and power the farmer needs 
to make more profitable use of his land, 
more profitable use of his time. 


Soil conservation is a job for everyone. 
For the farmer who's land is at stake, for 
we who build the power and machines he 
needs to get the job done, for those who 
guide and instruct the nation’s 6,000,000 
farmers. 


Woke 


North America’s fastest growing full-line Implement Company 
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This year, save three ways 
by buying steel storage files 


QTHIS 


Stak tabulating files prove ideal 
for this user—a division of a 
state government. Pictured is 
one half of the installation. 


NOT THIS > 


Filing room of this same 
state division before in- 
stallation of H.H.M. 
Rigid-Staks. 


It’s a fact. In the long run, steel storage files save money 
by doing away with frequent replacement of old-fashioned 
wood or fibre containers. They save space wasted by shelving. 
And they save lots of time. The approaching end of the 
year makes it important to plan now for the efficient storage 


of records and correspondence. 


lock together, stack safely. 
M They have smooth sliding 
drawers (follower block op- 
tional). They keep records 


clean, safe from vermin and 
S T E E L S T 0 R A G E F : L E S They geo age sage 


popular sizes. 


Complete catalog and price list on request. Please ask for Catalog No. 560-001. 


Herring safe Co. 


HAMILTON, OHIO sBumpers oF tHe vu. s. SILVER STORAGE VAULTS AT WEST POINT, N. Y. 
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Wage and Salary Regulations 


(CONTINUED FROM PAGE 53) 


the total amount of the allowable general increase that 
may now be granted by the random rate bank. 


Distribution 


The general increase fund may be distributed as the 
bank sees fit. Weekly raises need not be uniform and 
may vary widely among the employees in the non- 
exempt group. However, the bank may not exceed its 
allowable amount. 


GWR 8—Cost-of-Living Increases 


To offset the decline in purchasing power of the dol- 
lar since January 15, 1951, employers might grant 
(without prior approval) an increase in wages equal 
to the rise in the BLS National Consumer’s Price Index 
(either adjusted or old series). As of September 15, 
1952, the adjusted index was 5.1 percent and the old 
index 5.4 percent above that of January 15, 1951. 

Under this regulation, a random rate bank may—in 
addition to raises given under Regulations 5 and 6— 
grant an across-the-board increase of the permissible 
percent to all members of its nonexempt group. How- 
ever, distribution must be uniform and all group mem- 
bers must get the same percentage or amount of in- 
crease in straight-time pay. 

Future increases of this kind to match further rises 
in the Consumer Price Index may be made by the bank, 
but not more frequently than every six months. 


GWR 13—Fringe Benefits 


This regulation stipulates that after August 23, 1951, 
an employer may petition the Board for approval of 
increases in paid vacations, paid holidays, shift differ- 
entials, and other fringe benefits. Such petitions will 
be approved if the proposed fringe benefits do not 
exceed the prevailing industry or area practice as to 
both amount and type. 

Banks that may already have expanded fringe bene- 
fits prior to August 23, 1951, may petition the Wage 
Board for reversal of the charge made to the Regula- 
tion 6 “fund.” 


GWR 14—Bonuses 


For the typical random rate bank that follows a 
“custom”—no formal bonus plan—of paying discre- 
tionary annual bonuses, this regulation is fairly simple. 

The bonus may be given (without prior Wage Board 
approval) to nonexempt employees provided that (a) 
the proportion of the group paid the bonus this year is 
not greater than that of last year; (b) the average 
dollar amount or percentage rate is not higher than 
last year; and (c) that no employee receives an amount 
or percentage higher than the largest bonus paid to 
any member of the group last year. Provided further 
that a bonus of 25 percent or more of any employee’s 
salary and other compensation requires approval of the 
Wage Board before payment is made. 

Any bank which paid a Christmas or year-end bonus 
for 1950 computed on the basis of a proportion of an 
employee’s salary (example—10 percent or two weeks’ 


IT’S YOUR OFFICE... 


Within a 40-mile radius are 45,548 retail and 6,503 
wholesale establishments; 5,191 industrial plants with 
345,781 employes producing products valued at 
$4,356,083,200. Here is the nation’s fastest growing 
port. Planes, ships, trucks and rolling stock carry goods 
and passengers North, South, West and to the sea. 


Girard Trust Corn Exchange Bank with resources 

of over half a billion dollars and more than 100 years’ 
experience, can serve you in Philadelphia with 
every banking and trust facility. 


Will you use our office as your office in town? 


if 


GIRARD Trust Corn ExcHancEe Bank 


PHILADELPHIA 


Member Federal Deposit Insurance Corooration 
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pay) may continue such payments in accordance with 
its 1950 practice subject to prior approval if bonuses 
to an individual total 25 percent or more during a cal- 
endar year. 

Should the above restrictions result in a Christmas 
or year-end bonus of less than $40 to any employee, 
the bank may increase the bonus to $40. Banks which 
have not paid bonuses in prior years may likewise pay 
any of their employees a bonus of up to $40. 


GWR 19—Health and Welfare Plans 
GWR 21—Pension and Deferred 
Profit-Sharing Plans 


Banks wishing to put into effect new or modified 
health and welfare, pension or deferred profit-sharing 
plans should check the provisions (including reporting 
requirements) of the appropriate regulation. 


GWR 22—Salaries of $1 per Hour or Less 

The 1952 amendments to the Defense Production Act 
provide that no regulation shall prohibit the paying of 
hourly wages at a rate of $1 per hour or less. GWR 
22 applies this directive to all employees regardless of 
the method or time of payment and explains the rela- 
tionship of adjustments of rates up to $1 per hour to 
current wage stabilization regulations. 


Regular Workweek 


A salaried employee working a regularly scheduled 
workweek may receive an increase to a salary which 
does not exceed $1 per hour. 

Example: A bank clerk receiving $35 per week for 


Oldest established and largest 
bank in Colombia 
53 BRANCHES 
Special attention to collections 
Accurate and dependable 
credit information service 
Total Assets: 
MORE THAN $300 MILLION PESOS 


Total Colombian Foreign Business 
Exports 


Imports 


a regularly scheduled 40-hour week may be increased 
to $40 per week (40 hours x $1). 


Fluctuating Workweek 


A salaried employee not working a regularly sche- 
uled workweek may receive an adjustment under one 
of the following options: 

(1) Supplementary side payments which will bring 
his average straight-time earnings for the pay period 
up to $1 per hour. 

Example: If a bank clerk receiving $35 per week for 
a fluctuating workweek 

(a) works 40 hours ($.8714 per hour), he may re- 
ceive a side payment of $5 (40 hours x $.121,). 

(b) works 35 hours ($1 per hour), he receives no 
side payment. 

(c) works 45 hours (77.78¢ per hour), he may re- 
ceive a side payment of $10 (45 hours x 22.22.) 
plus $2.50 overtime for the five hours worked 
over 40 (5 hours x 50 cents). 

(2) A fixed permanent adjustment based on the 
average number of hours worked over a representative 
period of not less than 13 weeks. 

Example: A bank clerk receiving $35 per week for 
a fluctuating workweek, who over the past 13 weeks 
has an average of 

(a) 40 hours (8714¢ per hour), may be increased to 
$40 per week (40 hours x $1). 

(b) 35 hours ($1 per hour) may not receive an in- 
crease. 


(c) 45 hours (77.78¢ per hour) may be increased to 


1949: US. $ 271.400.000 US. $ 321.000.000 
1950: US. $ 362.600.000 US. $ 395.600.000 


MARTIN DEL CORRAL, PRESIDENT 


1951° US. $ 374.400.000 US.$ 459.800.0000 
: ‘3 

‘ 


BANCO DE BOGOTA 


ESTABLISHED 1870 


BOGOTA, COLOMBIA S.A. 
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$45 per week (45 hours x $1 per hour). 


Employees receiving a permanent adjustment based 
on the average hours worked during the past 13 or 
more weeks may not receive additional side payments 
should their hourly rate subsequently fall below $1 per 
hour during any pay period. The new weekly salary is 
used in computing any future overtime due for hours 
worked over 40 in a workweek. 


Rates Above $1 per Hour 


Petitions for increases in rates of over $1 per hour 
to maintain present differentials must be filed with the 
regional office of the WSB for forwarding to the na- 
tional office. 


Relationship to GWR 5 

In administering the fund for merit or length-of- 
service increases under GWR 5, a bank may, as an 
alternative to the method set forth in GWR 5, grant 


merit or length-of-service increases which do not raise 
the rates of employees receiving such increases above 
$1 per hour without charging them against the allow- 
able fund. In that event, all employees earning less 
than $1 per hour must be excluded from the “group” 
for the purpose of calculating the total fund available 
for such increases. 


Relationship to GWR 6 


Increases up to $1 per hour made after June 30, 1952, 
do not have to be charged against the allowable amount 
available for future increases under GWR 6. 


Relationship to GWR 8 


Cost-of-living adjustments permitted under GWR 8 
must be calculated on the basis of the average straight- 
time earnings of the unit, including the rates below $1 
per hour. However, rates less than $1 per hour may be 
increased up to $1 per hour before computing the 
amount allowable under GWR 8. 


SALARY STABILIZATION BOARD REGULATIONS 


N ow that we have concluded our review of Wage 
Stabilization Board regulations that affect nonexempt 
employees in random rate banks, let’s look at some of 
the Salary Stabilization Board (SSB) rules that affect 
exempt members of bank staffs. 


GSSR 1—General Increases 


The general increase section (Section 22) of this 
regulation is virtually the same as the Wage Board pro- 
visions already described above under subtitle “GWR 
6-General Increases.” 

The procedure in applying the “catch-up formula” 
te the bank’s exempt group—executive, administrative, 
and professional employees—is the same as under 
GWR 6. Four steps produce the limit of allowable in- 
crease that may be distributed—unevenly, if the bank 
chooses—among the exempt group members. 


Cost-of-Living Increases 


Section 41 of GSSR 1 provides a formula for com- 
puting percentage increases to restore or maintain his- 
torical relationships that existed on January 25, 1951, 
between the compensation of employees under the juris- 
diction of the WSB and employees under the jurisdic- 
tion of the SSB. In brief, as far as most banks are con- 
cerned, it provides if the nonexempt employees have 
received a cost-of-living increase under GWR 8, a sim- 
ilar increase may be granted to the exempt employees. 

A fund is computed by multiplying the permissible 
percentage by the total base compensation of the 
exempt employees for the last payroll period. This 
fund may be used to restore customary differentials 
between the compensation of supervisors and employees 
supervised by them or to remove existing inequities in 
the compensation of employees subject to the jurisdic- 
tion of the SSB. The remainder of the fund may be 
used for adjusting salaries of exempt employees as long 
as no individual receives from this remainder more than 
the authorized percentage used in computing the fund. 
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Merit and Length-of-Service Increases 


Section 53 of GSSR 1 permits a random rate bank 
to grant merit and length-of-service increases during 
the current calendar year of not more than 6 percent 
of the exempt group’s base salaries. Any merit or 
length-of-service increases already granted in the cur- 
rent year must, of course, be deducted from the 6 per- 
cent figure. Distribution of the amount allowable may 
be as the bank sees fit, but no member of the group 
may be raised more than 10 percent of his salary dur- 
ing a calendar year. 

In making the 6 percent calculation, “base salaries” 
may be the group’s payroll of January 15 of the cur- 
rent year or (if the payroll has increased) the average 
of the group’s payrolls for the 15th of each elapsed 
month of the year. 


Promotion Increases 


A promoted employee may be increased under Sec- 
tion 61 to a salary corresponding to his ability, experi- 
ence, and training, provided such salary is not higher 
than the salary of an employee having the most nearly 
comparable duties and responsibilities. Such raises are 
not counted as merit or length-of-service increases if 
they are made within 90 days after the promotion. 

An exempt employee permanently transferred to a 
lower-paid position must be cut to the maximum pay 
for that position if he remains in it more than 90 days, 
except for an employee who has been in a higher-paid 
position for at least three years. A bank may continue 
to pay such employee a salary not in excess of his sal- 
ary in the previous position. 

Every promotion or transfer increase must be sup- 
ported in payroll records by a bank officer’s sworn 
statement covering pertinent facts and certifying that 
the promotion or transfer was bona fide. 


Hiring Rates 
A new employee may be hired under Section 62 at a 
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salary corresponding to his ability, training, and experi- 
ence, but not in excess of the salary paid to the em- 
ployee having the most nearly comparable duties and 
responsibilities. He may be hired at a lower salary and 
raised toward the level of the other employee within 
120 days and the raise will not be counted as a merit 
or length-of-service increase. 


GSSR 2—Bonuses 


Under this regulation a bank that follows a “custom” 
—no formal bonus plan—of paying a discretionary 
annual bonus may continue to pay each exempt em- 
ployee the same dollar bonus paid to each employee in 
1950. Or, as an alternative, the bank may follow a 
“bonus fund” procedure. 

The bonus fund may be a dollar amount equal to the 
total distributed to exempt people in 1950 or it may be 
a dollar amount equal to one-third of the total amounts 
distributed to exempt people in any three of the five 
calendar years 1946-1950. 

The bonus fund may be distributed as the bank sees 
fii—in accordance with practice in effect January 25, 
1951—but no employee shall be paid more than the 
highest single bonus paid in 1950 or (if the bank used 
the three-year base) the highest paid in one of the 
selected years. 


Increase in Size of Group 


If the eligible group increased in number after the 
base year (1950 or the selected year) the bonus fund 
for the current year may be increased by this formula: 
average amount of bonus in base year multiplied by 
net increase in number of employees in the group. If 
the group has been reduced in number, the fund must 
be decreased by adaptation of the same formula. 


Christmas and Year-End Bonuses 


If a bank in 1950 paid a Christmas or year-end bonus 
to its exempt employees of a stated portion of salary, 
the employer may pay the same portion but no more. 
If the practice was to pay a specific sum, the same sum 
may be paid. 

Therefore, a bank which paid all its exempt em- 
ployees a Christmas or year-end bonus of a stated por- 


tion of salary—such as two weeks’ pay or 10 percent— 
may now pay the same portion of the employee's 
current salary even though this results in a higher dol- 
lar bonus than in 1950 because of legal increases in 
salaries. However, a bank which paid a specific amount 
—-such as $500—may not pay more than the same 
dollar amount. 

Should the above restrictions result in a Christmas 
cr year-end bonus of less than $40 to any employee, 
the bank may increase the bonus to $40. Banks which 
have not paid bonuses in prior years may likewise pay 
any of their employees a bonus of up to $40. 


Bonus Fund Increase 


The fund available for bonuses may be increased or 
a new bonus fund created under the provisions of Gen- 
eral Salary Order 12. This order provides that the 
funds available under Section 22 of GSSR 1 (general 
increase fund) and Section 41 of GSSR 1 (maintenance 
of compensation relationships) may be used to increase 
the funds available for the payment of bonuses. 


GSSR 6—Pension and Deferred Profit-Sharing Plans 
GSSR 8—Health and Welfare Plans 


Banks wishing to put into effect new or modified 
health and welfare, pension or deferred profit-sharing 
plans should check the provisions (including reporting 
requirements) of the appropriate regulation. 


Records and Penalties 


Employers must keep records sufficient to establish 
compliance with regulations and, in most cases, these 
records must be preserved for at least three years after 
adjustments. 

The Wage-Hour field inspectors cooperate with the 
WSB in maintaining a check on compliance, or lack 
of it. 

In addition, the SSB maintains its own staff of in- 
spectors to check on violations of its regulations. 

Penalties for violation are stiff. Not the least of 
them is the provision that an illegal raise may dis- 
qualify the entire salary as a business expense deduc- 
tion in tax calculations. The Internal Revenue Bureau 
is required to cooperate in enforcing this provision. 


Bank Aids Community Chest Work 


be Community Chest Day in 
Mamaroneck, N. Y., the: local 
branch of the County Trust Com- 
pany extended its facilities and per- 
sonnel to do in two hours what had 
formerly taken the best part of a 
day and night. 

An assembly-line procedure had 
been organized by E. J. O’Neill, as- 
sistant vice-president of the County 
Trust Company. As the district cap- 
tains came in, workers opened the 
envelopes and made sure the figures 
on the outside corresponded with 
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the amounts enclosed. The money 
was passed to a teller who counted 
and sorted it. 

The envelopes were then sent up- 
stairs where the operator of the 
proof machine performed the most 
valuable task of all. Pasted over her 
keys were tabs containing the num- 
bers of the districts. She tabulated 
the envelopes by amount and dis- 
trict and they then went through a 
slot into a compartment which auto- 
matically sorted them according to 
district. When she finished her 


night’s work, the tape showed the 
total turned in by each district as 
well as the grand total for the vil- 
lage. 

The community spirit was en- 
hanced by the presence of four mem- 
bers of the staff of the nearby Union 
Savings Bank and the president of 
another neighbor, the Federal Sav- 
ings and Loan Association. Resi- 
dents agree that the unique service 
extended by the bankers adds real 
meaning to the term, Community 
Chest. 
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Farm Representatives 


(CONTINUED FROM PAGE 67) 


sions or a depression is a factor 
about which there is increasing con- 
cern. It is estimated that well over 
one-half of those now charged with 
the management of business and 
farms have never experienced other 
than a rather steady uptrend. 

“To meet the credit problems of 
the future there are many available 
tools, including the following: 

“(1) Authorative studies and re- 
ports of the U. S. Department of Agri- 
culture and the various state agricul- 
tural colleges certainly rank high 
among the tools for bankers. 

“(2) Price supports are a major tool 
or guide for the use of bankers. Look 
how they are being projected ahead. 

“(3) Economic services must be ex- 
tended by banks to their communities 
if they are to maintain financial lead- 
ership. This means providing business 
information and giving advice on eco- 
nomic trends. 

“(4) Loan plans should be developed 
for each major type of farm or farm 
enterprise served by the bank. For 
each type, the factors should be listed 
that determine profits or losses. 

“(5) Success factors that are the 
primary control of farm profits should 
be among the tools of a bank. [(a) size 
of business; (b) production per ani- 
mal; (c) crop yields; (d) labor effi- 
ciency; (e) diversity of business; (f) 
quality of land.] 


Good Public Relations 

“The right kind of public rela- 
tions is a result of a banker’s atti- 
tude toward his work and a banker’s 
conception of his community re- 
sponsibility. Good public relations 
result if these basic responsibilities 
are assumed: 

(1) Teaching basic economics to 
its customers is a never-ending ed- 
ucational responsibility of the bank. 

“(2) The maintenance of a cus- 
tomer reserve of lending power is 
the responsibility of the bank. 

“(3) The welfare of the bank’s 


THE 


THE 


the sad story of the 
CAREFUL 


customers is the responsibility of 
the bank. 

“(4) Analyzing business manage- 
ment practices for its customers is 
a responsibility of the bank. 

“The manner in which the country 
bankers personally assume and prac- 
tice these basic philosophies deter- 
mines the quality of their relation- 
ship with the public . whose 
influence will always be important 
in determining the welfare of bank- 
ing’’—NICHOLAS A. JAMBA, viceé- 
president, National Bank and Trust 
Co., Norwich, New York. 


family 


From cellar steps to traction splints in one easy trip. Acci- 
dents WILL happen but you can protect your customers at 
low cost with an "L. & L.” 


Personal Accident Policy. 


London & Lancashire 


GROUP 


LONDON S 


THE LONDON & LANCASHIRE INSURANCE COMPANY, LID. © ORIENT INSURANCE COM- 
PANY @ LAW UNION & ROCK INSURANCE COMPANY, LID. © SAFEGUARD INSURANCE 
COMPANY OF NEW YORK ° STANDARD MARINE INSURANCE COMPANY, LTD. 
(Fire Department) . LONDON & LANCASHIRE INDEMNITY COMPANY OF AMERICA 


66 
Bank Advertising Displays 
Window or Lobby 
Display Posters on Consumer Credit, 
Checking And Savings Accounts, 
Safe Deposit, Holidays, Trust, etc. 


Exclusive Use of Your Posters in 
Your Postal Zone or Small City. 


“(6) Budgeted loans will come into 
increasing use. 

“(7) Farm loan handbooks should be 
developed for the area which a bank 
serves. 

“(8) ‘State Farm Facts and Stand- 
ard Appraisal Data’ are available tools 
for 11 states. 

“(9) Rural-urban development pro- 
grams based on well conceived long- 
range plans can be extremely effective 
tools for banks. 

“(10) Each bank that desires to 
fully serve farmers should take neces- 
sary steps to provide for the comfort 
and convenience of its farm customers. 

“(11) Young farmers, youth, and be- 
ginners are the new blood that must 
be constantly drawn into the bank if 
it is to grow and prosper. 

“(12) Direct farmers should be put 
on the boards of directors of banks. 

“(13) An agricultural college man 
should be employed and trained as a 
possible future bank officer. 

“(14) Advertisements of banks 
should be made more useful tools.” 
—TRUE D. MorsE, president, Doane 
Agricultural Service, Inc., St. Louis. 


HARLAN L.SHATTUCK 


1481 SOUTH GAYLORD ST., DENVER IO, COLO. 
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DIRECT SENDING 


... MEANS 9O4% OF CASH ITEMS 
COLLECTED WITHIN Diy 


Mellon Bank’s “Straight Line Transit Service”’ 
effects substantial savings in time over cus- 
tomary methods of collection. It cuts down 
“float”, insures prompt advice of unpaid 
items, saves delay in settling accounts. 

No sorting, no description, no special letters 
are required—thus reducing clerical expense for correspondents. 

We present cash items and collections within one day to banks in more 
than 300 cities and towns throughout the tri-state area of Pennsylvania, 
Ohio and West Virginia. 

If your bank is not already using this fast transit service, we invite 
your inquiry regarding its advantages to you and your depositors. Ask for 
our “Direct Sending” folder, which lists all of our one-day sending points. 


MELLON NATIONAL BANK 
AND TRUST COMPANY 


PITTSBURGH 30, PENNSYLVANIA 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Methods and Ideas 


(CONTINUED FROM PAGE 57) 


should be denied a sitting in your | 


bank.”) Are employees adequately 
compensated? Do you know the pro- 
ductivity of your employees? 
working conditions satisfactory? Do 
you know your costs? 

The rapid adaptation of elec- 
tronics to bank equipment, he said, 
means “a brighter tomorrow” for 
operations. It will eliminate much 
pencil-pushing and drudgery, and 
will enable people to spend more 
time interpreting facts and solving 
problems—in other words, account- 
ing, control and operations are 


working toward a quicker, more ac- | 


curate follow-up of information. 


Accounting for Investment 
Securities 


HE first accounts to be considered 
would be the control accounts 
carried on the bank’s general ledger. 


To facilitate preparation of the call | 
reports of condition, the accounts | 


accounts for each type of bond so as | 


should be maintained as required 
on the report forms. Some banks go 
a step further by having separate 


to indicate which are pledged and 
which unpledged. Also, for banks 
actively engaged in the trading of 
securities, a separate trading ac- 
count is usually carried for 
in trade.” 


A separate income account should | 
be maintained for each classification | 


of securities for recording interest 
income. The accounts should be 
scgregated to indicate taxable status 
of income from each class of bond. 


Additional control accounts might be | 


required to take care of premium 
amortization, profits or losses on se- 
curities sold, a valuation reserve, 
and interest earned but not collected, 
if the bank is on the accrual basis. 

The control accounts are to be 
supported by the subsidiary ledger, 
securities ledger or bond register. 
On one side of these sheets provi- 
sions should be made for principal 
information (description of issue, 
coupon rates, and dates, etc.). On 
the reverse side the interest in- 
formation should be shown. 

If for tax purposes the bank is 
using the first-in, first-out method 
of determining the cost of securities 
sold, a separate ledger sheet for 


each issue of bonds should be main- | 


(CONTINUED ON PAGE 118) 
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SAVE TAX RETURN TIME! 


Get copies clean, exact, tast 


by the new Copyflex system! 


Now, with the revolutionary new Brun- 
ing Copyflex Tax Return System, you can 
get all the clean, error-proof, low-cost, 
exact copies you need without any typing, 
carbons or proofreading. 

Learn about CopYFLEX now, before the 
tax rush begins. You'll save hours . 
even days ... because your “worksheet” 
or typed original can be your return, with 
copies made in seconds. 

Bruning’s system specialists originated 
this unique time-saving system, working 
with leading tax authorities of bank and 
accounting groups. You save costly time, 
get better copies faster in preparing cor- 
poration, fiduciary, individual, excess profits, 
and many other tax returns. Leading firms 
already are using the CopyFLex Tax Re- 


turn System and are benefiting from its 
economies. 

Why hire special, costly statistical typ- 
ists for tax work when—with CopyFLEx 
—you need no copy typing? Save this 
expense . . and speed production of 
completed returns and copies as well. 

Investigate COPYFLEX now to simplify 
your work in the busy tax season just 
ahead. Mail the coupon. Charles Bruning 
Company, Inc., Dept. W122, Teterboro, 
New Jersey. 


(BRUNING ) 


Specialists in copying since 1897 


CHARLES BRUNING CO., INC, - — — — — 


Dept. W122 


COPYFLEX “14” is handy desk- 
ade size, easy to operate, han- 
dles large volume of tax return 
copies fast. 


Teterboro, N. J. 


Please send me full details on how to speed tax work via the Bruning 
Copyfiex Tax Return System. 
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PLEASE PRINT 


Whether you are ordering something 
out of a catalog, or filling out an appli- 
cation for a license, or heading up 
your tax return, the people who have 
to read your name correctly implore 
you to “Please Print.” And little won- 
der, considering that we are a nation 
of scrawlers. The printed name is easy 
to read—the written name is not. 


In the course of a year, approximately 
fifteen thousand banks handle about 
twelve billion checks drawn by forty 
million checking account customers. 
These checks must be sorted and paid 
and filed swiftly and accurately by a 
hundred thousand bank people, and 
each of them—every single one—must 
do his job right the first time. Is it any 
wonder, then, that the appreciation for 
printed names on bank checks is grow- 
ing every day? 


We who operate check printing estab- 
lishments are feeling the impact of this 


CLIFTON , PAO 


CHECK PRINTERS 


demand for printed names. We are 
expanding our typesetting facilities and 
our press facilities in order to keep 
pace. We are attuning ourselves to the 
millions of little imprint orders that 
move thru our plants—each one 
requiring the same attention to 
detail as would an order for a million 
checks. 


Back in the 30’s, when we first drama- 
tized the imprinted check, we pointed 
out that what was then a fad would 
some day be the accepted custom. 
Apparently that day is here for millions 
of people and thousands ot banks. It is 
just around the corner for the remain- 
ing people who have not yet started 
to use imprinted checks and for the 
few remaining banks who have not 
begun to sell them. This comes as no 
surprise to us because we have fostered 
it, prepared for it, and have equipped 
ourselves to handle our part of 
the work. 


Manufacturing Plants at: 


Ll, CLEVELAND, CHICAGO, KANSAS CITY, ST. PAUL 


Le POSTING UNIT 


speeds paper handling! 
saves space! 


MAGIC 


ADJUSTO 


TRAY-B 


EXCLUS 


' rs Save 5 to 15 minutes every 
hour during machine posting 


Installations prove it! Le- 
Febure Tray-Binders, Post- 
ing Stands and Bookkeep- 
ing Machine desk provide 
an orderly arrangement — 
more room at less cost. 
Everything at hand... un- 
interrupted work. Space 
saved — time saved. Let 
our trained representatives 
help YOU— 


KEY 
INDER 


IVE! Compres- 


sor plates made to fit 


sheet siz 
charge! 


@®- ‘fh s Most oe Line of Posting Trays, Tray-Binders and Stands 


WRITE FOR 
FURTHER INFORMATION 


e CORPORATION 
CEDAR RAPIDS, IOWA 


e at no extra 


Everybody Audit! 


The NABAC convention, in a | 
resolution which called attention 
to the “alarming increase in the 
number of defalcations during 
the past four years,’ recom- 
mended that the by-laws of all 
banks “require the election of 
an officer, regardless of title, 
whose responsibilities shall be to 
audit the accounts and transac- 
tions of the bank and report 
thereon to the board of direc- 
tors.” It also urged that super- 
visory authorities endorse and 
recommend this action. 


(CONTINUED FROM PAGE 117) 
tained. However, if the cost of the 
bonds sold is determined under the 
positive identification method, then 
a separate ledger sheet must be 
maintained for each block of bonds 
purchased. The positive identifica- 
tion method is much more flexible 
than the first-in, first-out method of 
determining bond profits or losses 
where an issue is purchased at two 
or more prices. Under the first-in, 
first-out method the cost basis is the 
average price of all the purchases, 
whereas under the _ identification 
method the bank can decide how 
much its loss or profit should be and 
whether it should take a long- or a 
short-term gain or loss.—FRANKLIN 
D. PRICE, auditor, Dallas National 
Bank, Dallas, Texas. 


Community Relations 


FIDELITY BANK & TRUST 
Company of Louisville is run- 
ning a one-year series of ads list- 
ing the charitable and community 
agencies the bank helps support. 
(CONTINUED ON PAGE 120) 


This bus card ad is riding around the 
area served by a New York State bank 


TARRYTOWN 


NATIONAL BANK & TRUST CO. 


MAIN IRCHARD STS. 
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Remington Rand Methods News 


Four ways it pays 
to make a check-up 
on signature cards 


Signature audit. How long since your 
signature cards were checked against 
ledgers? On savings accounts, one bank 
recently found missing signatures on 
4% of accounts, lack of agreement 
between ledger and signature card on 
3% of accounts, incomplete signatures 
on 10% of joint accounts. See how you 
can get a complete audit of signatures 
without upsetting your bank routine, 
in folder BSD-2. 

Depositor’s contract. Do your signature 
cards constitute specific contracts with 
depositors? Do they contain all of the 
account protection features of the latest 
ABA-approved contracts for each type 
of account? Make a comparison with 
sample contract kit SPKD-4326. 


Signature renewals. How many of your 
signature cards are now more than five 
years old? It is said that a person’s 
handwriting changes significantly in 
this period of time. There is a simple 
way by which you can get new signa- 
tures from depositors by mail at 
minimum cost. See folder KD-490.1. 


Disaster protection. What if a fire 
destroyed your signature cards? How 
soon could you resume business? The 
best answer is point-of-use insulated 
housing which protects your irreplace- 
able records both night and day! For 
full information see folder KD-485. 


Comptroller gets reports out 


faster. A banker tells how his secre- 
tary now produces multiple-copy re- 
ports in a single typing — a dozen clear 
carbon copies being no more of a 
problem than one—with her Remington 
Electri-conomy, the all-electric type- 
writer. She also turns out better-looking 
letters—in less time—with less effort. But 
get the whole story in his own words. 
See our bank case history RE-8528. 
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Money-Saving News On Trust Accounting. Our new Card-o-Matic 
punch works right at the punched-card asset file, saves time and motion in creating 
detail cards. Correct and complete asset description is picked up automatically 
from master card at the same time that transaction data is entered from ticket. 
For details on this latest contribution to punched-card methods, see folder TM-822. 


Faster Way To Sort The 
Checks For Bookkeepers 


One of our account representatives 
tells of demonstrating a MultiSort in a 
bank. After several bookkeepers tried 
it on fine sorting checks, the bank officer 
said our device had not proved its 
value. Dutifully, our man started to 
take it away. But then the bookkeepers 
offered to pay for the MultiSort them- 
selves. The bank bought several. 
Banks of all sizes find MultiSort 
shows a profit in accurate sorting of 
more items per clerk hour. Also cuts 
chance of losing a check or deposit slip; 
saves floor space. The illustration above 
shows how a small bank uses large 
carriage-mounted units with 200 alpha- 
betic divisions to match the Variadex 
guides used for ledgers and statements. 
More often, small units are furnished 
for each ledger control. For more de- 
tails, see our methods folder LBV-354. 


How to put the profit 
into consumer credit 


If you want to cut the account- 
ing costs on your consumer 
loan business, look into a 
method which gives you fast, 
efficient collections — yet does 
not require seasoned people to 
operate it. Read how one bank 
adopted this method success- 
fully. See the records and pro- 
cedures they use. Ask for case 
history folder SN-791. 


Remington. Fland 


Management Controls Reference Library 
Room 1565, 315 Fourth Ave., New York 10 


Please circle literature desired: 


BSD-2 SPKD-4326 KD-490.1 
KD-485 RE-8528 TM-822 
LBV-354 SN-791 


Name 


Title __ 


Bank 


Addres+ 


f 
4 
/ A A 4 g 
\ 
\ 
Y 
| 
| 
| | 
| | 
| 
| 
| | 
| 
i= — | 
| | | 
City | 
119 


(CONTINUED FROM PAGE 118) 

3, The ads are worded identically, 
ss OR ody except, of course, that the name of 

the agency is changed. Here’s an 
| example: 
“We give to the King’s Daughters 
| Home for Incurables through the 
| Community Chest because we know 
it helps our citizens. Let’s all help 
| each other.” 


Women's Forum Idea 


STAMFORD (Connecticut) TRus1 
COMPANY gave a new twist to the 
women’s forum idea. The program 
was presented as a three-act play, 
“Dolls and Dollars—a Panorama 
of Profound Financial Facts.” With 
a single exception, the cast was com- 
prised of bank employees. 

The first act covered investments. 
The second, on estate planning, co- 
starred trust officers, while the third 

| dramatized women’s part in home 
| finance. 
—. The forum was presented in co- 
A Sense of tradition or operation with the Community As- 
sociation of nearby Darien where 
Stamford Trust has a branch. 


a feeling of complete faith and 
Convenience of Location 
confidence in an institution that has TATE-PLANTERS BANK AND TRUST 
CoMPANY, Richmond, Virginia, 


withstood the test of time. | believes: that in this parking age 
“convenience of location” is impor- 


tant to banks, and it’s been adver- 
tising the accessibility of the six 


You are cordially invited to use the facilities of . . . 
e eme 1S o matter where 


you are, you’re never far from State- 

Planters.” In a recent series of ads, 
tte FIFTH THIRD [NION TRUST cartoons featuring sign language 
CINCINNATI, OHIO were used. Here’s an example: 


member 
FEDERAL RESERVE SYSTEM 
FEDERAL DEPOSIT INSURANCE CORP, 


BANK SUPPLIES 


including Distinetive Specialties 


THE BANK ALMANAC fan oom 
EASY SYSTEM CALENDAR | 


PLASTIC PASS BOOKS 
QUICK INTEREST CALCULATOR aa: 


SNAP-OUT FORMS & SYSTEMS 


104 Years Co aa. 6 
py said: “Darned clever, these 
SERVICE BANK REGISTERS Chinese—but not half so clever as 


to Banks the efficient people who save time 


| Wr il e SHIELD Pp RESs, INC. and money by banking at State- 


2024 Montcalm St. INDIANAPOLIS 2, IND. Planters. There are six conveniently 
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located State-Planters offices (see 
list below) .. .” 

A block in the ad emphasized “‘ex- 
tra convenience features: after-hour 
and night depositories, and extra 
banking hours on Fridays. 


HE PENNSYLVANIA COMPANY FOR 

BANKING AND TRUSTS, Philadel- 
phia, has published a new booklet 
for employees. The title is “You 
Are the Pennsylvania Company.” 

Primarily for new staff members, 
but distributed to everybody, the 
publication is illustrated with car- 
toons. It is intended, President Wil- 
liam L. Day tells BANKING, to be a 
“friendly and personal communica- 
tion from the president to each em- 
ployee, outlining our policies, the 
value of good customer relations, 
the services we render, and the op- 
portunities offered to those who 
work for us.” 

In a message addressed to the new 
employee, the booklet says: 

“Through the years, we believe 
we have established a rare blend of 
good-fellowship, mutual understand- 
ing, and assistance which makes 
working together a genuine satisfac- 
tion. 

“We want you to acquire this feel- 
ing of ‘belonging.’ Your personal 
contentment in being part of our or- 
ganization is important to all of us. 
By exerting your best efforts in your 
work, by joining in our activities, 
by cooperating with your fellow 
workers, you will form lasting 
friendships among us. 

“We will do our part to make you 
feel that you’d rather work here 
than anywhere else.” 


In Brief 


The First NATIONAL BANK of 
Miami, Florida, is sponsoring a 
Spanish class for staff members. The 
purpose is to facilitate banking ser- 
vice for Spanish-speaking tourists. 
A University of Miami professor is 
the teacher. The class meets two 
afternoons a week. 


REPUBLIC NATIONAL BANK OF 
DALLAS and the city’s school admin- 
istration cooperated in inducing the 
youngsters to decorate store win- 
dows with water color pictures in- 
stead of soap on Hallowe’en. The 
bank’s vice-president, George Watts, 
formerly of Philadelphia, brought 
the idea to Dallas. 
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WILL YOU BE READY WHEN 
CHECKING ACCOUNT CHARGES 
ARE DECONTROLLED? 


Was your bank ‘caught’ with inadequate checking 
account charges when bank charges were frozen? 


Do you plan to increase Regular checking account 
charges when permitted? 

Would you like to get greater volume of no-minimum- 
balance accounts and be assured of adequate profit? 
NOW IS THE TIME to make the plans you will put into 
effect after decontrol. We invite you to investigate 
ThriftiCheck, which has proved so successful in hundreds 
of communities. 


Do you realize the internal and customer advantages 
of ThriftiCheck's on-the-premises imprinting system, the 
complete operating supplies, and the advertising aids 
furnished—all without investment by the bank? 

Ask for case histories showing how banks have increased 
their income and volurne of new business by converting 
an ordinary plan to ThriftiCheck—today's most popular 
no-minimum-balance checking account plan. 

NOW IS THE TIME to prepare for decontrol of bank 


service charges. 


We commend for your reading, 
the Survey on Special Checking 
Accounts recently prepared by 
Stuart Miller for the Financial 
Public Relations Association. 


BANKERS DEVELOPMENT CORPORATION 
Sponsors of "ThriftiCheck” 


100 Park Avenue, New York 17, N. Y. —_ LExington 2-2490 


adae FIRST BANK 


’ COAST-TO-COAST 
Nh 


or MonTREAL 


Wew York --64 Wall Street Chicage--27S LaSalle Street San Francisee - - 333 California Street 


575 Branches pbcrose Canada + Resources Exceed $2 Billion 
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WORLD NEWS SERVICE 


Just imagine this beautiful cabinet with a 
large screen, just like a television, in the 
lobby of your bank showing pictures of 
the latest news events of the world and 
at the same time selling your various bank- 
ing services. 

Projector operates continuously show- 
ing 16 different pictures, a new picture 
flashing into view every six seconds. 


12 CURRENT NEWS SLIDES 

4 BANK SERVICE KODACHROMES 
Every week you receive 12 current news 
slides and your choice of 4 Kodachrome 
slides once a month from a selection of 
64, selling the various services of your 
bank such as Auto Loans, Savings Ac- 
counts, Home Loans, etc. These are inter- 
spaced with the news slides. 

Many banks throughout the United 
States have been using this service for more 
than two years and find it very satisfactory. 

You too, can profit by selling your serv- 
ices with this unique Point-of-Sales visual 
selling program. Start today. 


NO MONEY DOWN 
NOTHING TO BUY 


CompletePackage 
Unit with no extras 


IMMEDIATE DELIVERIES 
For further information, write 


Pteture Reeording Company 


OCONOMOWOC, WISCONSIN 


Whole departments have to worry 
wrapping in a hurry? 
use 
STANDARD 
Auto-Wrap 
Bill Bands 
Send for 
samples 


and 
prices 


WORCESTER 8, MASS. 
A complete line of Money Wrappers. 


Government and Central Bank 


(CONTINUED FROM PAGE 64) 


were relaxed, it became necessary 
for the Treasury to allow the Bank 


| a fair degree of latitude in perform- 


ing the functions of a central bank. 
It could not be expected to depend 
on the Treasury’s instructions for 
its day-to-day business. Moreover, 
the Treasury neccssarily had to lis- 
ten to expert advice from the Bank 
on matters bordering on market 
technique and policy and even on 
major policy decisions on subjects 
about which Bank officials neces- 
sarily knew much more than Trea- 
sury Officials. 

The feeling that its advice has 
come to be regarded as indispensa- 
ble has strengthened the Bank’s in- 
dependence. Its officials are now in 
a position to make themselves felt 
in their consultations with their op- 
posite numbers at the Treasury. 


| They developed a spirit of independ- 


ence that inspired a senior Treasury 
official to remark recently in private 
conversation: “It is high time we 
nationalized the Bank!” 

The degree of independence of the 
nationalized Bank of England was 
clearly indicated by the outspoken 
public criticism of the Treasury’s 
budgetary policy by Cameron Cob- 
bold, the present Governor of the 
Bank. The occasion was the annual 
bankers dinner on October 7, 1952, 
at which Chancellor Butler made a 
speech painting an optimistic pic- 
ture about the Government’s eco- 
nomic achievements. In his reply 
Governor Cobbold pointed out that 
the efforts of the banks to restrict 
credit to business were frustrated 
by the Treasury’s deficit financing, 
leading to an expansion of credit. 

What are the lessons taught by 
British experience that are worth 
retaining from an American point 
cf view? Few people in Britain are 
likely to disagree with the conclu- 
sion of the Patman Report that it 
is impossible to put the clock back 
to the Nineteenth Century. No gov- 
ernment could ever again become so 
disinterested in major decisions re- 
lating to monetary policy as British 
governments had been before World 
War I. Under modern conception 
monetary policy is part of the gov- 
ernment’s functions—indeed one of 
the most important of its functions 
—and responsibility for its manage- 


ment cannot be relinquished in fa- 
vor of a body of private individ- 
uals, however competent and public- 
spirited they may be. Extensive 
government intervention in central 
benking is now an accepted part of 
the British system. 


British Solution Elastic 


On the basis of the British ex- 
perience it appears that it matters 
little whether legally the central 
bank is independent of the Treasury 
or not. The balance of power be- 
tween the two authorities is deter- 
mined partly by personalities and 
partly by prevailing conditions. The 
solution of the problem in Britain 
assumed a characteristically British 
form. It is an essentially vague and 
elastic solution in keeping with the 
vagueness and elasticity of Britian’s 
unwritten constitution. It would be 
out of keeping with the British char- 
acter if the relations between Bank 
and Treasury were to be regulated 
by hard and fast rules. The rigidity 
of the legal position both before and 
after nationalization was tempered 
by a high degree of latitude and 
give-and-take based on common 
sense. It is not for the present 
writer to say whether the British 
system would suit American condi- 
tions. The United States, with its 
written Constitution, has a bias in 
favor of hard and fast rules. It may 
be necessary in the United States to 
define the exact degree and nature 
of Treasury intervention with Fed- 
eral Reserve policy, once the prin- 
ciple of intervention has been ad- 
mitted. The need for some degree 
of intervention was affirmed in the 
Patman Report. It is contested by 
American experts of high standing. 
Viewed from an angle based on the 
English experience, it appears that 
a completely independent Federal 
Reserve system would mean that the 
United States would have not one 
Federal Government but two. It is 
not for an outside observer to judge 
how such a dual system would oper- 
ate in practice. The Patman Report 
emphasizes the need for coordinat- 
ing monetary policy with other 
economic policies. The question is, 
would such coordination be possible 
if the Federal Reserve System were 
fully independent? 
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AN UPSTATE NEW YORK 
BANKER WRITES 
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“,..Thave always found you ready to 
cooperate in any way...it has been a 
pleasure to know the officers in the va- 


rious departments and to receive their 


valuable advice upon problems which 


were and are constantly appearing to 


A 
Z 


the small country banker.” 


NNN 
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the bank. He joined the Penn Trust 
Company in 1902 as a clerk and 
stenographer, and in 1920 was 
named trust officer. He continued 
in that capacity when his bank 
merged with the Norristown Trust 
Company in 1925. He is currently a 
member of the smaller trust depart- 
ments committee of the Trust Divi- 
sion, Pennsylvania Bankers Assn. 


Clockwork 


L. WHEATLEY, president 

of the City Savings Bank, Me- 
riden, Connecticut, is expert at re- 
producing antique furniture and 
clocks. 

Mr. WHEATLEY started his hobby 
in 1909 after he became interested 
in various kinds of wood he found 
in Vermont where he was born and 
where he spent summer vacations. 
He usually works on Vermont cherry 
wood. 

In Mr. WHEATLEY’S home is one 
of the first grandfather clocks he 
made—and it is still in good running 
order after 40 years. It was made 
of wood salvaged from the City Sav- 
ings Bank when it was remodeled. 

He had made three other grand- 
father clocks and 17 reproductions 


Banker Wheatley with clock he made 40 
years ago from wood salvaged from his 
bank when it was remodeled 


Woodbury College students assist Wade 

E. Bennett, president, Hollywood State 

Bank, Los Angeles, in a taste-preference 

test of flavoring agents for mucilage on 

bank-by-mail envelopes. College seniors, 

211 of them, favored peppermint by 2 
to 


of Chippendale mirrors. Nearly all 
became gifts; none was sold. 

Mr. WHEATLEY entered banking 
in 1898 as a runner for the City Sav- 
ings Bank and old First National 
Bank, which occupied the same 
building. He became treasurer of 
the City Savings Bank in 1911; its 
president in 1944. 


Big Story; Few Words 


— this for getting a good 

story across in a single sen- 
tence? “Let your checkbook run 
your errands for you.” 

The sentence is from an ad of the 
FIRST NATIONAL BANK OF ARIZONA, 
and was quoted in Tide as a good 
example of “words at work.” 


MANUFACTURERS TRUST COMPANY, 
New York, recently made its mil- 
lionth personal loan. To commemo- 
rate the occasion, the bank awarded 
the borrower the entire amount of 
the loan. Since the bank has 108 
branches, it was quite a job figuring 
out just who the millionth borrower 
was. The bank entered the personal 
loan business in 1935, and in the 17 
years since has loaned nearly a half 
billion dollars. Vice-president JOHN 
B. PappI, who is a member of the 
A.B.A. Instalment Credit Commis- 
sion, is in charge of the personal 
loan department at Manufacturers. 


FRED W. BENDER, for 33 years an 
officer of the overseas department of 
the National City Bank of New York, 
has been named manager of the for- 
eign department of the Seattle-First 
National Bank, Seattle, Washington. 


Thirty of Mr. BENDER’S 33 years in 
foreign banking were in Japan, 
China, and Manila. 


ALEXANDER VERNER WASSON was 
elected president and a director of 
the First National Bank of Santa 
Fe, New Mexico. He has been vice- 
president and trust officer. 


WILLIAM J. KIRN is now a vice- 
president of the First National Bank 
of Colorado Springs, Colorado. 


Avocation Aviary 


— FRANKS, JR., executive 
vice-president of the Conroe 
(Texas) National Bank, has spent 
20 years at his hobby of raising 
parakeets. He has 900 birds in 90 
varieties, most of which came orig- 
inally from Australia or South 
Africa. 

His collection is one of the largest 
in the south, and his library of bird 
books from 14 countries is consid- 
ered one of the largest in the United 
States. He collected several during 
the late war while serving in Europe 
with the Army. He has written two 
bird journals and he lectures on 
kis hobby. 

Mr. FRANKS started his banking 
career with the Dallas Clearing 
House Association. From 1929 to 
1948 he was with the South Texas 
National Bank, Houston. He be- 
came president of the First State 
Bank of Texas City in 1949 when 
his application was accepted out of 
the 60 replies to a newspaper adver- 
tisement for the president’s post. He 
has been with the Conroe bank 
since 1950. 


Banker Franks shows some of his birds 
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Fast and Convenient Service in 
Buying and Selling Governments 
at the Continental Illinois Bank 


S a dealer carrying a large inventory 
of Governments and Municipals we 
are always ready to buy or sell. It is easy 
for you to do business with us even at a 
distance. Your orders are speedily han- 
dled by phone, teletype, bank-wire, mail 
and air-mail. Payments are made by 
debiting or crediting customer accounts. 
c All this saves time and money for our 
i correspondent banks. 
Bankers like the helpful, friendly serv- 


i ice of the many officers of our Bond De- 
“4 partment, who are always glad to see 
e || out-of-town visitors. Please call on us at 
o . | our convenient offices on the main bank- 
n ing floor. 


Write for our “Summary of Changes in 
U. S. Savings Bonds.” 


BOND DEPARTMENT—MAIN BANKING FLOOR 
Continental Illinois National Bank 
and Trust Company of Chicago 


e Resources over 2% Billion dollars 

n c LA SALLE, JACKSON, CLARK AND QUINCY STREETS 

vf Phone State 2-9000 Chicago 90, Illinois 
{ | Member Federal Deposit Insurance Corporation 
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At the same time the voters of 
Wyoming retired Senator Joseph C. 
O’Mahoney, chairman of the Con- 
gressional Joint Committee on the 
Economic Report. This Committee 
has been the congressional counter- 
part of the President’s Council of 
Economic Advisers. More important, 
however, in its significance to the 
future is that Mr. O’Mahoney has 
been perhaps the most influential 
member of the Senate behind the 
machinery and idea of economic 
planning. 


Should the new Administration 
and the congressional leadership de- 
sire to keep CEA and the joint com- 
mittee alive, quite likely Congress 
would go along. On the other hand, 
if the White House under General 
Eisenhower desired to terminate 
this broad experiment, they proba- 
bly would not have any difficulty 
ending it. 

Senator Harry P. Cain (R., 
Wash.) was also defeated for re- 
election. During the 1952 session 
the Senate Banking Committee re- 
ported out legislation, backed by the 
A.B.A., to restrain the Federal Home 
Loan Bank Board from chartering 
branches of Federal savings and 
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loan associations. The principle 
adopted in the committee-approved 
bill was that the Federal agency 
should not charter branches of fed- 
erally-chartered building coopera- 
tives to a greater extent in any state 
than was permitted state-chartered 
Associations. 


Holding Company Bill Is Affected 


Should the projected transfer in 
political power go forward as ex- 
pected, the outlook for considera- 
tion of the legislation to restrain 
the growth of bank holding com- 
panies and prevent them from in- 
vesting in nonbank enterprises, 
would be affected. The effect, how- 
ever, might not necessarily be in- 
jurious. 

It was the hope of Federal super- 
visory Officials at this writing that 
cut of the conferences among them- 
selves, the A.B.A., and representa- 
tives of independent bankers’ groups 
would come a bank holding company 
bill, in time for introduction into 
Congress early in the 1953 session. 

The most active sponsor of legis- 
lation on this subject, however, was 
the retiring chairman of the House 
Banking and Currency Committee. 
In the Senate both Chairman Bur- 
net R. Maybank (D., S.C.) of the 
Senate Banking Committee, and 
chairman of that Committee’s sub- 
committee on Federal Reserve legis- 
lation, Senator A. Willis Robertson 
(D., Va.), were in favor of bank 
holding company legislation re- 
stricted to the achievement of the 
two aforementioned objectives. They 
favored, however, a “moderate” bill 
limited to these two purposes, while 
Mr. Spence was inclined to favor a 
bill of a more sweeping regulatory 
character. 

The key men in charge of the two 
Senate groups have in recent years 
exhibited relatively little interest in 
the subject of bank holding com- 
pany regulation, although this is 
not an indication that they are op- 
posed to it. In the House Banking 
and Currency Committee there are 
no subcommittees, so the view of 
Chairman Wolcott would be most 
important. In the Senate Banking 
Committee, Chairman Capehart will 
likely also be chairman of the Fed- 
eral Reserve subcommittee. 


Flexible Credit Policy Is Backed 


One of the clearest indications of 
the election would seem to be a se- 
cure assurance that the flexible 
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credit policy of the Federal Reserve 
System operated under the leader- 
ship of Chairman William McChes- 
ney Martin, will be given unreserved 
backing. 

The Republican platform specif- 
ically endorsed the independence of 
the Federal Reserve System. Presi- 
dent-elect Eisenhower has com- 
mitted himself strongly for the pre- 
vention of inflation. Representative 
Wolcott of the House Banking Com- 
mittee has often asserted that if the 
Federal Reserve System used its 
traditional powers to restrict the 
creation of credit, it could go a long 
way toward preventing further in- 
flation and if so, direct controls 
would be unnecessary. 

In this situation the Reserve Sys- 
tem is using its open market opera- 
tions to prevent the expansion of 
bank deposits and credit. 


The President's Slender 
Congressional Support 


While the voters gave Dwight 
Eisenhower a landslide victory, they 
did give him but the narrowest con- 
trol over the two houses of Con- 
gress. 

This situation is believed by sea- 
soned observers to be of vast long- 
run significance not only to Federal 
affairs affecting the banking busi- 
ness, but to the entire prospect for 
administrative and legislative ac- 
tivity for the next few years. 

Initially, like all candidates 
elected by a great majority, Presi- 
dent-elect Eisenhower will have a 
large popularity in Congress. How- 
ever, in the course of a term of of- 
fice any President has to make 
decisions which often do not have 
undisputed popularity among the 
members. 


Economy serves as an example. 
In the abstract a reduction of Gov- 
ernment expenditures would seem to 
be widely popular as a result of the 
election. When the President must 
restrain the granting of allowances. 
prevent the fulfillment of hopes of 
localities for construction projects, 
and so on, the response on specific 
points may be less enthusiastic. 

With a bare nominal party major- 
ity in Congress, the President-elect 
must depend upon positive support, 
upon “votes for” some things which 
might not be altogether popular, 
from among members of the Demo- 
cratic party. 


Released from Responsibility 


Nevertheless, southerners often 
did chalk up a creditable conserva- 
tive voting record. On the other 
hand, their responsibility for legis- 
lation — responsibility in the pure 
political sense—has passed now that 
a Republican has been elected to the 
head of the Government. On un- 
popular issues they will often be 
tempted to vote the more popular 
way instead of risking their per- 
sonal political fortunes by backing 
a President of another political 
party. 

Hence, General Eisenhower’s ma- 
jor political problem is how to 
achieve the most harmonious rela- 
tions with Congress. In view of the 
customary defections among Repub- 
licans, he may find—unless Demo- 
crats positively support him in the 
pinches—that he is without a work- 
ing majority in Congress. 


Backlog Makes Economy 


Drive Difficult 


Because of the huge backlog of 
unspent appropriations and author- 


Bafflegab and Burobabble 


Washington Report, weekly publication of the Chamber of Commerce 
of the United States, tells how the word “bafflegab” was born. 

The word was dreamed up by Milton A. Smith, assistant general coun- 
sel for the Chamber, after he’d spent a maddening day trying to explain 


OPS regulations to a colleague. 


“I decided we needed a new and catchy word to describe the utter 
incomprehensibility, ambiguity, verbosity, and complexity of Government 


regulations,” said Mr. Smith. 


He set out to make a word. Some of those he made up included “legal- 


fusion,” “gabalia,” and “burobabble.” 


“Bafflegab,” says Washington Report, stands a good chance of making 
the dictionary and “definitely is being considered for the 1953 or 1954 
addenda. And the word is really new—was coined only last May.” 
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izations (as related in November 
BANKING, page 122) the Eisenhower 
Administration will face a terrific 
problem in trying to prevent ex- 
penditures from totaling approxi- 
mately $80-billion in fiscal 1954, de- 
spite the heaviest cut that might be 
voted in new appropriations and 
authorizations in Congress next year 
for fiscal 1954 and subsequent years. 

This is because once such a big 
thing as a defense build-up gets 
going, its momentum is difficult to 


| restrain. As it gets going produc- 
| tion and disbursements inevitably 


rise. 
On the other hand, exepnditures 


| might be held in substantial check 


in fiscal 1954 if: (1) Mr. Eisenhower 


is able to bring an end to the Ko- 
| rean war; 


(2) definitely cut back 
military spending; or (3) if there 
is a change in foreign policy which 
reduces U. S. world commitments. 
It is thought by observers that if 


| the Korean war can be brought to an 


end without further threats of war 


| there would be a considerable pres- 


sure from both Congress and the 


| country to reduce the scale of mili- 
| tary spending. 


Problem Arises 


Without these contingencies, how- 


| ever, the prospective high level of | 


spending during the first 18 months 


7,| of the new Administration will ag- | 


gravate the tax-relief problem. 
The excess profits tax expires 


June 30. The “11 percent bite” of | 


the 1951 boost in personal income 
tax increases, expires December 31, 
1953, and in April of 1954 several 
excise tax boosts also expire, unless 
renewed. 

In capital business circles it is 
aiready being predicted that with 


the new conservative line-up in Con- | 


gress, EPT and perhaps also the 11 
percent income tax rise will be 
allowed to lapse. 

Certainly the new taxing commit- 
tee chairmen, Senator Eugene Milli- 
kin (R., Colo.) of the Finance Com- 
mittee and Representative Daniel A. 
Reed (R., N. Y.) of the Ways and 
Means Committee are opposed to 
this tax. The prospective majority 
of both committees is most likely 
to feel that the tax should come 
tc an end. 

Complicating the problem, how- 
ever, is the danger that any net tax 
decrease would aggravate a deficit 


| which might reach several billions 
CLEVELAND 13. ONOR | im any case. A further difficulty 


would arise from giving business 
tax relief through lapsing of EPT, 
but without giving individuals tax 
relief also. Both forms of relief, if 
adopted, would punch a larger hole 
in the budget. 


Leaves Financing in Good Shape 


For the next several months, how- 
ever, the problems of Treasury fi- 
nancing may prove to be among the 
simplest of the new Secretary of 
the Treasury. 

Before he prepared to leave the 
Cabinet, Secretary John W. Snyder 
completed the borrowing of all the 
estimated new money which the 
Treasury will need for the current 
fiscal year. This new money financ- 
ing was completed with the second 
instalment of tax anticipation bills. 

Under the operation of the Mills 
plan, bunching corporation income 
tax payments during the last half of 
the fiscal year, or the first six 
months of the calendar year, re- 
ceipts of tax revenues will be heavy. 
Hence the new Secretary’s problems 
will be the routine refinancing of 
the maturing one-year certificates. 

This will give the new Secretary 
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time to make his plans in an atmos- 
phere of considerable leisure. 

One development which will be 
watched closely is whether the new 
Treasury Secretary follows the plan 
instituted by Mr. Snyder, and so 
popular with the financial world, of 
consulting with representatives of 
the commercial banks, the invesi- 
ment trade, and insurance com- 
panies. In these conferences the 
Secretary would discuss Treasury’s 
needs, and learn first hand what the 
needs were of the institutional in- 
vestors. These conferences went a 


long way to smooth the course of 
Treasury financing. 


not known that the agency con- 
sulted with spokesmen for bankers 
before settling upon this plan. 

FDIC also is considering estab- 
lishing a plan of group life insurance 
for its employees, payable also at 
least in part out of the administra- 
tive funds of the agency. 


School for Examiners 
To Be Continued 


After one experiment with this in- 
novation, the Federal Reserve Board, 
the Comptroller of the Currency, 
and the FDIC have decided to con- 
tinue their new school for bank ex- 
aminers. 


Heretofore it was customary for 
a prospective bank examiner to learn 
the business by accompanying a sea- 
soned bank examiner on his rounds, 
and assisting him. In due course the 
assistant or novice learned enough 
so that he could be entrusted with 
bank examinations on his own. 

Instead, the Federal Reserve 
Board in cooperation with the FDIC 
and the Comptroller of the Currency 
set up this school for bank exam- 
iners within the Federal Reserve 
Board building in Washington, D. C. 
Each of the three agencies has con- 
tributed 12 students to the initial 
class. 


See Rate Stability 


It is believed by most officials 
that the cost of money to the Gov- 
ernment is not likely, so far as can 
now be seen, to rise further in the 
next several months. 

Hence the established one-year 
rate is 24% percent. If there had 
been long-term financing — which 
was not indicated by the over-all 
credit picture —key observers be- 
lieve it would have been obtained at 
a rate close to 3 percent. 


FDIC Pays Hospital 
Insurance for Employees 


FDIC has become the first Gov 
ernment agency to pay hospitaliza- | 
tion insurance for its employees. It 
costs $3.11 per employee per ‘month. | 
FDIC has about 1,080 employees. | 

The board of directors made ar- 
rangements with Health Service, 
Inc., for a system of uniform group 
coverage for its employees. The ar- 
rangement also provided for pay- 
ment of surgical insurance. 

This arrangement was made ef- 
fective as of November 1. 

It was also provided that any em- 
ployee could extend this group 
hospitalization and surgical insur- 
ance to a member of his family. The 
extension would be paid by the em- 
ployee, however, and where he so 
elects will be deducted from his pay. 

“The board of directors expects | 
that adoption of this plan will ma- | 
terially contribute to the efficiency 
of operations through the security 
it offers to FDIC employees and 
their families,” the board stated in 
adopting the plan. 

In putting this insurance arrange- | 
ment into operation, FDIC consulted 
no one in advance, omitting check- 
ing with the Comptroller General, 
who audits FDIC’s accounts. It is| 
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Business Indicator 
(CONTINUED FROM PAGE 51) 


lending policy, you should watch 
spot commodity and futures markets 
instead of consumers’ prices. Or if 
you are interested in consumer-buy- 
ing attitudes, you should select 
series that reflect optional decisions 
instead of purchases of basic essen- 
tial foodstuffs or total consumer ex- 
penditures. 

(3) Study the meaning of the in- 
dicators carefully. A danger of too 


B tk Service 


SINCE 1890 


Citizens National 
TRUST & SAVINGS Bank 


OF LOS ANGELES 


Head Office: 
5th & Spring Sts. 
Los Angeles 


complete knowledge of statistical . 


indicators. You should understand 
how the series are derived and 
whether there are margins of error 
that make it unwise to interpret 
relatively small changes. Often only 
the direction of trend and not the 
amount of change can be discerned 
significantly. One should know the 
historical behavior of the series, and 
whether there are present elements 
of seasonality or abnormalities that 
require special attention. 

(4) Look behind the data. Inter- 
pret the changes in the light of 


Member 
Federal Deposit 
Insurance Corp. 


MUTUAL INVESTMENT FUNDS 


Drvestors MUTUAL 
evestors STOCK FUND 


to ferret out. Pay particular atten- 
tion to components of composite 
series, especially where they affect 
your area of interest. Overall pro- 
duction data have less value than 
textile production and inventories if 
you are located in a mill-town. The 
experience since the Korean out- 
break bears this out. 

Do not be misled by overall 
statistics when there may be im- 
portant underlying trends that are 
sharply divergent and highly sig- 
nificant. This requires refinement of 
the data so that meaningful inter- 
pretation can be placed on the 
series. 

(5) Cross-check and re-examine 
your results. The analysis of busi- 
ness and financial indicators is a 
dynamic procedure that requires 
constant searching for new clues. 
It is important, therefore, to cross- 
check one’s conclusions against 
other known facts and opinions. It 
is not enough to know what is hap- 
pening. The reason it is happening 
is essential to analysis, especially in 
the area of forecasting or “guesti- 
mating” about the future. This means 
that the selection of indicators 
should be changed from time to 
time. 


Hundreds of Taxes 


HERE are nearly 500 taxes on 

construction and material costs 
in the building of a new house, al- 
most 150 taxes on a woman’s hat, 
and some 116 on a man’s suit. So 
said ROBERT M. HANES, former 
A.B.A. president and president of 
Wachovia Bank and Trust Company, 
Winston-Salem, North Carolina. 

Mr. HANES was addressing the 
annual sales conference of the Amer- 


SELECTIVE FUND 


ican Viscose Corporation. He called 
FACE-AMOUNT CERTIFICATE COMPANY 


upon businessmen to unite behind a 
€ Y ’ | program of greater economy and 
OF AMERICA less corruption in Government. He 
| declared that there should be a sub- 
stantial reduction in civilian spend- 
ing through elimination of nonessen- 
tials and inefficiencies. He reminded 
that our fighting men must have the 
best equipment and training pos- 
sible, “but extravagant spending 
alone will not produce the best.” 
“Taxes,” he asserted, “have defi- 
nitely reached the limit; and, if ex- 
tended will surely invoke the law of 
CGiminishing returns and seriously 
undermine our economic strength.” 
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The Horseshoe House 


A ceed Cape to an Indian myth, a mighty giant who 


used Cape Cod for his bed flung his moccasins into 

the sea because they were full of sand. The one 
nearest the mainland became Martha’s Vineyard and the 
other Nantucket which in the Indian tongue meant the 
Far-Away Island. 

The first white settlement on Nantucket was formed by 
a group who in 1659 bought the island from Thomas 
Mayhew of Martha’s Viney ard; his price was thirty 
pounds and “two Beaver Hatts, one for myself and one 
for my wife.” Leader of the settlers was Tristram Coffin 
of Salisbury, Massachusetts, whose family became one of 
the most prominent on the Island. 

, For a time the island was torn by a feud between Tris- 
tram Coffin and John Gardner, but the breach was healed 
by the marriage of Tristram’s grandson Jethro Coffin and 
John Gardner's daughter Mary. As a wedding present. 
Mary’s father gave land and Jethro’s gave lumber for a 
home. Built in 1686, this house is now Nantucket’s oldest 
and gets its name from the odd-looking chimney ornament, 
believed by some to be meant for a horseshoe. 

One night in Jethro’s absence a drunken Indian who 
had hidden in the attic fell through the loose board floor 
to a closet beneath. The crash awakened Mary who saw 
him emerge from the closet and squat on the hearth 
where he began sharpening his knife. In terror, she seized 


of FarAlway 
Istand 


her baby and fled in search of help. The Indian was in 
close pursuit but he plunged headlong down a flight of 
stairs to the hall below where Mary’s rescuers found him 
lying in a stupor. As Nantucket Indians never made 
trouble except when under the influence of liquor he was 
released. 

In the 19th century Nantucket became the country’s lead- 
ing whaling center and, though its population never 
reached 10,000, at one time it was the third richest munici- 
pality in Massachusetts. Whaling ships from the Far-Away 
Island girdled the globe, their hard-won cargoes bringing 
wealth to most of the island’s families. 

In the possession of the Coffin family for many years, 
the Horseshoe House is now owned by the Nantucket His- 
torical Association. 


* THE HOME* 
Susuronce Company 


Home Office: 59 Maiden Lane, New York 8,N. Y. 
FIRE AUTOMOBILE MARINE 
The Home Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds 


Copyright 1952, The Home Insurance Company 


The Home, through its agents and 
brokers, is America’s leading 
insurance protector of American homes 
and the homes of American industry. 
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Banco de Bogota 

Bank Building and Equipment Corporation of 
America 

Bank of America N.T. & S.A., San Francisco. 

Bank of Montreal 

Bank of New South Wales 

Bankers Box Company 

Bankers Development Corporation 

Bankers Trust Company, New York 

Braunstein & Company, Charles 

Broadway Plan Church Finance 

Bruning Company, Inc., Charles 

Bunnell Company, G. F. 

Burroughs Adding Machine Company. .16, 17, 


Canadian Bank of Commerce 

“Casey,”’ Coin, Curio & Antique Co-Op. . .74, 

Central National Bank of Cleveland 

Central-Penn National Bank, Philadelphia. . 

Chase National Bank of the City of New York 

Christmas Club, A Corporation 

Citizens Netional Trust & Savings Bank of 
Los Angeles 

Ceast Book Cover Company 

Commerce Clearing House, Inc. 

Commonwealth Investment Company 

Continental Illinois Bank & Trust Company 
ef Chicago 
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Deluxe Check Printers, Inc. 
Exline, Inc., William 


Fifth Third Union Trust Company, Cincinnati 120 
First National Bank of Arizona 
First National Bank of Chicago 


General Electric Company 

Girard Trust Corn Exchange 
delphia 

Gunnison Homes 


Bank, Phila- 


Hammermill Paper Company 

Hanover Bank, The, New York 

Heller & Company, Walter E. ............ 
Herring-Hall-Marvin Safe Company 

Mome Insurance Company 


International Harvester Company 
Investors Diversified Services, Inc. 


Kennedy Sinclaire, Inc. 


La Monte & Son, George............ Cover Hl 
Lawrence Warehouse Company 

Lefebure Corporation 

Lewis, Jr.. Fulton 

London and Lancashire Insurance Company. . 


Massey-Harris Company 

McGraw-Hill Publishing Company, Inc 

Mellon National Bank and Trust Company, 
Pittsburgh 

Mosler Safe Company, The 

Mutual Broadcasting Company 


National Bank of Detroit 

National City Bank of Cleveland 

National City Bank of New York 

National Homes Corporation 

National Shawmut Bank of Boston 

National Surety Corporation 

New York Terminal Warehouse Corporation. 


Oliver Corporation 


Pease Woodwork Company 

Peoples First National Bank & Trust Com- 
pany, Pittsburgh 

Picture Recording Company 

Public National Bank & Trust Company 


Recordak Corporation 


(Subsidiary 
man Kodak) 


of East- 


Seudder Fund Distributors, Ine. 
Stevens & Clark) 

Security-First National Bank, Los Angeles... 

Shanty Boat Cruises 

Shattuck Bank Advertising Displays 

Shield Press, Inc. 

Smith & Corona Typewriters, Inc., 

Standard Paper Goods Manufacturing Com- 
pany 

Sun Life Assurance Company of Canada... . 


(Seudder, 


Texas Company, 
Union Planters National Bank & Trust Com- 


United States Fidelity & Guaranty Company. . 
United States Treasury 


Valley National Bank, Phoenix 
Vartanian & Sons 


Wallace Stamp Company 
Weston Company, Byron 
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“Every dollar 
--double duty...” 


HARVEY S. FIRESTONE, JR. 


Chairman, The Firestone Tire and Rubber Company 


“Every dollar invested in U.S. Defense Bonds does double duty. Through 
the Payroll Savings Plan we help in the building of national defense 
and, at the same time, provide for personal security in the years to come. 
The Firestone organization is proud that more than 29,000 of our 
employees are participating in the Payroll Savings Plan.” 


Do America’s wage earners appreciate that double duty 
feature of Defense Bonds? Let’s take a quick look at 
a few figures: 


* 7,500,000 employed men and women are investing 
one hundred and fifty million dollars per month in 
Defense Bonds through the Payroll Savings Plan. 

¢ The number of Payroll Savers is going up steadily. 

¢ In the first six months of this year, sales of Series E 
$25 and $50 Bonds—the payroll savers’ sizes—totaled 


33,946,000 pieces—an increase of 22% over the cor- 
responding period of 1951. 


* Sales of E Bonds in January-June, 1952 totaled $1,715 
million—5% more than in the same period of 1951. 
(The Payroll Savings Plan is the backbone of E 
Bond sales. ) 


¢ Today Americans hold a cash value of more than $49 
billion in Savings Bonds. Their holdings of E Bonds 


—the Series bought by Payroll Savers—are now $35 
billion—$5 billion greater than at the end of the war. 


What are you doing to help your employees build for 
national defense and personal security ? 


If you have a Payroll Savings Plan, and participation 
is less than 50%, conduct a person-to-person canvass of 
employees of your plants and offices. Make sure that a 
Payroll Application Blank is placed in the hands of 
every employee. He or she will do the rest. Participa- 
tion in your Plan will jump to 60%, 70% —even higher, 
as it has in hundreds and hundreds of plants that have 
conducted similar canvasses. 


If you do not have the Payroll Savings Plan, phone, 
wire or write to Savings Bond Division, U.S. Treasury 
Department, Suite 700, Washington Building, W ashing- 
ton, D. C. Your State Director will help you to install 
the Plan—or to conduct a person-to-person canvass. 


The U. S. Government does not pay for this advertising. The Treasury De- 
partment thanks, for their patriotic donation, the Advertising Council and 
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how Banks Improve Efficiency 


with BURROUGHS BANK BOOKKEEPING MACHINES 


: THE FIRST NATIONAL BANK OF CHICAGO— 

Thousands of Burroughs Bank Bookkeeping Machines in daily C. Edgar Johnson, Vice President of The First 
use all over the country are giving eloquent testimony of their National Bank of Chicago, writes: “Two years ago 
- " we completed the replacement of all our posting 

speed and efficiency. Burroughs knowledge of bank bookkeeping machines with new Burroughs Bookkeeping Ma- 
problems—and the engineering and manufacturing skill to pro- chines. The 96 machines now in daily use in our 
: ‘ commercial bookkeeping department are tangible 

duce machines that solve these problems—has made this Bur- evidence of the high regard we have for their 


roughs first in acceptance among banks, large and small. performance.” 


The many carefully designed Burroughs features, built with 
Burroughs exactness to give long service, mean greater produc- 
tion with less effort—easy, error-free posting that makes this 
machine a favorite of operators, too. Ask your Burroughs man 
for a demonstration now. Call him today. Burroughs Adding 
Machine Company, Detroit 32, Michigan. 


WHEREVER THERE’S BUSINESS THERE’S Burroughs ot) 
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Business Aids 


Home Planners’ Libraries 


Eacu month this column will list recent acquisitions in- 
cluding manufacturers’ literature and other special an- 
nouncements of interest to our readers—though no state- 
ment made should be regarded as a product endorsement. 


OVER THE ROUGH SPOTS. A 
practical 48-page manual out- 
lining time- and labor-saving 
methods in solving various 
building maintenance problems. 
This guide tells how to patch 
holes or resurface any type 
floor simply and quickly. It tells 
how to solve water seepage in 
underground foundations, repair 
leaky roofs, preserve concrete 
or wood surfaces, protect struc- 
tural steel from rusting, and do 
numerous wear and repair jobs 
encountered in building upkeep. Write to Stonhard 
Company, 1306 Spring Garden Street, Philadelphia 23, 
Pennsylvania. 


PLANNING YOUR HOME 
FOR HEALTH AND COM- 
FORT. A booklet giving 
numerous pointers and sug- 
gestions in adapting heat- 
ing and plumbing fixtures 
to the best advantage in 
the modern home. Well il- 
lustrated, this presentation 
shows color schemes for blending fixtures in harmony 
with other home furnishings. For a copy write Amer- 
ican Radiator & Standard Sanitary Corporation, P.O. 
Box 1226, Pittsburgh 30, Pennsylvania. 


AN ENGINEERING INTER- 
PRETATION OF THE ECO- 
NOMIC AND FINANCIAL 
ASPECTS OF AMERICAN 
INDUSTRY— Volume X—The 
Iron and Steel Industry. The 
newest of a series of industrial 
studies which started in 1940 
with one on aviation, and has 
since continued through nine 
other major segments of busi- 
ness. This study presents the 
whole picture of an industry from the raw material, 
through processing and finishing, with chapters on im- 
portant technological developments, productive capac- 
ity, and a view of the future. A copy of this study, 
and the previously issued volumes, may be obtained 
through George S. Armstrong ¢& Co., Inc., 52 Wall 
Street, New York 5, New York. 
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New Products 


Industrial 


Operations 


1952 FALL AND WINTER 
DIRECTORY 1953 — ALLIED 
FINANCE ADJUSTERS. In 
addition to an alphabetical ros- 
ter of bonded members of this 
national association by states, 
this 96-page directory covers 
much general information of 
practical value to instalment 
credit grantors. There are 
charts showing the location of 
serial and motor numbers on 
all makes of automobiles, 
trucks, motorcycles, trailer 
coaches, and house trailers; an 
outline of towing requirement laws effective in each 
state; state lien requirements, and other data perti- 
nent to skip tracing and repossessions. A copy of the 
directory will be mailed free upon your request. Ad- 
dress: Allied Finance Adjusters, 7240 South Ashland 


Avenue, Chicago 36, Illinois. 
- color. Map includes routes of 

utilities in the American Gas & 
Electric Company System, power plants, and commu- 
nities served. Railroad lines and navigable rivers are 
also shown. A handy reference for bankers interested 
in industrial development opportunities in this area. 
Write to American Gas and Electric Service Corpora- 
tion, 30 Church Street, New York 8, New York. 


POWER AND NATURAL RE- 
SOURCES. An informative 
folder containing a large map 
showing natural resources of 
Illinois, Kentucky, Ohio, Penn- 
sylvania, New Jersey, Mary- 
land, Virginia, West Virginia 
and sections of surrounding 
states. Deposits of coal, oil, 
gas, iron, etc., are shown in 


FINANCE HANDBOOK FOR 
SMALL BUSINESS. A 32-page 
booklet edited to assist small 
businessmen in developing a 
better understanding of the 
problems involved in financing 
their enterprises, and to offer 
reliable sources for obtaining 
credit information. This book 
was prepared by the Industrial 
Council of the Kansas State 
Chamber of Commerce at To- 
peka in cooperation with the 
Kansas Bankers Association. 
Your copy can be obtained through the Chamber 
offices. 
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The OUTLOOK 


and Condition of Business 


(CONTINUED FROM PAGE 33) 


So the man who told Japan how to halt her inflation- 
ary price spiral, cut taxes, lower the national debt, 
reduce government spending, eliminate subsidies and 
many controls, substitute bank for government lending, 
and balance the budget has now been asked to look 
at our own budget. 


The extraordinary nature of his achievements can 
be fully grasped only against a background of the ob- 
stacles he faced. For years business in Japan had been 
so completely a creature of the government that it had 
almost ceased to think for itself. When the government 
collapsed through military defeat, the economy of the 
country was left without a head. In the first three 
years of the occupation, prices rose to 200 times their 
prewar level and the United States had to foot bills 
exceeding $2-billion to keep things on an even keel. 

Mr. Dodge’s assignment was to establish private en- 
terprise in a country where the government had long 
told business what to produce, where to sell it, how 
much to charge—where officials had regulated profits 
and underwritten losses. 


AMonG THE PARAGRAPHS. The words of the 
President-elect in pre-election talks point to a business- 
like approach to the nation’s business. Here are a few 
selected paragraphs: 

“And now what should good government be? Well, 
it should be frugal; it should be thrifty; we are sick 
and tired of expenditure programs that finally run into 
such figures that they lose all meaning for us.” 

“Tax reduction is a way to boost consumer buying 
power and to let the people spend their own money 
instead of the Government spending it for them. It is 
a way to breathe new life into industries throttled by 
Federal sales or excise taxes. It is a way to open new 
opportunities to the genius of American businessmen 
and the skill of American labor. Here, too, is the way 
to give state and local governments—in need of help 
for long-delayed school projects and highway programs 
—a fairer share of the tax dollar. 

“Such an approach—tax reduction—is an essential 
part of our program to achieve prosperity without 
war.” 

“. .. to expand production ... A major step toward 
this end is to reduce Government spending and thereby 
permit lower taxation. Federal spending can be cut 
from the present rate of $81,000,000,000 a year. My 
goal, assuming that the cold war gets no worse, is to 
cut Federal spending to something like $60,000,000,000 
within four years. Such a cut would eliminate the 
deficit in the budget, and would make way for a sub- 
stantial tax reduction.” 


na | believe that taxes are too high. The size of our 
taxes reflects not only the necessary cost of defense, 
the cost of social welfare, and the other costs of gov- 
ernment. Today’s taxes also have to cover the added 
cost of waste, inefficiency, duplication and corrup- 
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Forrien OUTLOOK. President-elect Eisenhower's 
foreign economic views have been spelled out in some 
detail. “Realities,” he said, “forbid us to contemplate 
keeping these countries on a permanent subsistence 
level through annual handouts which served only to 
prolong the agony without curing the disease.” 


He has expressed dissatisfaction many times with the 


results of our foreign relations efforts since 1946. Ap- 
parently he would welcome another world conference 
like the one in London that Franklin Roosevelt wrecked 
in 1933. He would “call upon the best minds of our 
nation to sit down with political and economic leaders 
of other nations to find solutions to the crucial prob- 
lems of international economic policy.” 


Certainly the outlook for international trade is one of 
increasing unbalance. Prices of basic commodities like 
lead, zinc, tin, rubber and many others, which we im- 
port in large quantities, have been declining on the 
world market for two years. The sellers get fewer of 
the dollars they need. Foreign manufacturers find their 
costs declining but they can hardly risk cutting prices 
of their exports to us without stirring up the danger 
of a resurgent protectionism in this country. 

Mr. Eisenhower would maintain tariff policies “that 
operate in the interest of our agriculture and industry” 
but would “seek out opportunities to increase imports 

. which will improve our own economy and help 
make our allies self-supporting.” 

Also he said, ‘‘We should encourage other nations to 
create conditions that invite an invigorating flow 
abroad of private capital investment, this effort being 
coordinated with the Point IV and other economic pro- 
grams.” 

We should “consider the feasibility of encouraging 
raw materials development in many countries” and—a 
tribute to President Truman’s Point IV—‘we should in- 
tensify the extension of technical assistance to under- 
developed nations,” this being “in our own enlightened 
self-interest.” 

Referring to our vast postwar outlays for foreign 
economic aid, Mr. Eisenhower holds that this “has not 
succeeded in producing a minimum basis for the free 
world nations to stand on their own feet without our 
continuing support.’’ The General advocates “in con- 
cert with our closest allies, a long-term consistent pro- 
gram” directing ‘all our economic power toward reviv- 
ing free world economies and trade as a whole, instead 
of ... emergency relief and isolated, piecemeal actions.” 
Evidently the General has in mind something more 
ambitious than the four-year Marshall Plan. 


The solution of these situations does not, in the next 
President’s mind, lie in “one nation’s making pensioners 
of other nations.” Economic aid “has been essential, 
and is still needed, in the immediate postwar period. 
But the time must quickly come when the free nations 
cooperate to their mutual advantage . . . Nor is the 
solution . . . exclusively . .. economic...” The Gen- 
eral will seek “genuine understanding” with free na- 
tions in matters military, economic, political and so- 
cial, realizing that “understanding and the will to co- 
operate are often lacking.” 


WILLIAM R. KUHNS 
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